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4-Question Typewriter Quiz 
with Only | Answer 


Question 1. 
What typewriter is preferred above all others in more than 20,000 


American schools ? 


Question 2. 


What typewriter holds the world’s all-time speed record (jointly with 
Albert Tangora) . . . has such time-savers as MAGIC* Margin, Touch 


Control. geared bob-less shift? 


Question 3. 


What Portable Typewriter has exactly the same keyboard as the big 
office machine...permits switching from one to the other without a hitch? 





Question 4. 


What machine is known as The World’s Number | Typewriter? 


i swer is 
The one and only an 


ROYAL 
TYPEWRITER 


Copyright 1940, Royal Typewriter Company, Inc. 
#Trademarks Reg. U.S. Pat. Off. 
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DOING THINGS TWICE- 
DOING THINGS TWICE-» 


THATS WHAT COSTS: 
THATS WHAT cOSTS! 
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What an appalling waste of 
and what an ope? door for errors! 

Abolish all that! Free yourself and everyone else 
for creative work! Write things ONCE-—that’s 
enough—with Ditto! The certified Ditto savings 
in accountancy—in order-billing, payroll and pro- 
duction alone—ranges from 20 to 60%. 
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When you are ate fo ae an 
ACCOUNTING COURSE 


SPPAOSHOSSHSSHSSHSSTOSSSSHSSHSHSESHSTSOSSSHSSHSSSHHSSHSSHSSSSHSHOHSHSHHSHHSSSHSSSSSSCHSSSSTHSSSHSSHSSSHSHHHHSHSSHHHHHSHSHHSOSSESEESS 


O HELP you in making suggestions, 
when asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 
The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies, with particular reference to text 
material, research, standards, and tech- 
nical methods. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to I.A.S. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting, devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technica] accounting, educa- 
tional, and business matters 


The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 


be glad to mail you, upon request, a copy of our 52-page booklet‘ACCOUN TING—The Way to Business Success.” 








Educational Organization 


EXECUTIVE EDUCATIONAL 
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JOHN T. MADDEN 
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President, International Accountants 
Society, Inc. ; ; Dean, School of Com- 
merce, Accounts and Finance, New 
York University ; Former President, 
American Association of University 
Instructors in Accounting; Former 
President, American Association of 
Collegiate Schools of Business. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Chairman, Board of Directors, Inter- 
national ‘Accountants Society, Inc. ; 
Dean Emeritus, oe of Engineering, 
Cornell University ; ley mee 
American Society of Mechanical En- 
gineers; author of ‘Cost Findin 

Bo a saan Economics,” and ot er 
text 


LEE GALLOWAY 
B.Sc., Ph.D. 
Vice ,Chairman, Board of Directors, 
International Accountants Society, Inc. ; 
Former Chairman, Board of Directors, 
The Ronald Press Company; Former 
Director, Department of Mana ement, 
New York University ; author o “Office 
Management” and other textbooks. 


GEORGE P. ELLIS 
C.P.A. 
Practicing Certified Public Accountant ; 
Member of Faculty, International Ac: 
countants Society, _ ; Former Pres- 
ident, Illinois C amb: er of Commerce ; 
Former President, American Society of 
Certified Public Accountants; Former 
President, Executives Club of Chicago. 
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B.Sc., C.P.A 


Vice President id Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘Accounting Concepts 
of Profit,’’ ‘Analyzing Financial State- 
ments,” “Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 
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DATES AHEAD 
TENTH ANNUAL MEETING 
Controllers Institute of America 
September 29 and 30, and Oc- 
tober 1, 1941—New York 

City 
REGIONAL MEETINGS 


April 14—New York, Eastern 
Spring Conference 


_ April 21—Detroit, Mid-Western 


Conference 
May 17 or 21—San Francisco, 
Pacific Coast Conference 


MEETINGS OF CONTROLS 


March 
March 4—Buffalo, Twin Cities 


| March 5—Connecticut 


March 6—Philadelphia 


| March 10—Kansas City 


March 11—Cincinnati, Cleve- 
land, Milwaukee 

March 12—Detroit 

March 13—Dayton 

March 17—Syracuse 

March 19—Baltimore 

March 20—Los Angeles, New 
York City, San Francisco 

March 24—Chicago, St. Louis 


| March 25—District of Columbia, 


New England 
March 26—Indianapolis, Roches- 
ter 


| March 31—Pittsburgh 


April 

1—Buffalo, Twin Cities 

2—Connecticut 

April 3—Philadelphia 

April 8—Cincinnati, Cleveland, 
Milwaukee 

April 10—Dayton 

April 14—Kansas City, Eastern 
Spring Conference at New 
York City 

April 16—Baltimore 

April 17—Los Angeles, San 
Francisco 

April 21—Mid-Western Confer- 
ence at Detroit, Syracuse 


April 
April 


_ April 22—District of Columbia, 


New England 
April 23—Indianapolis 


April 28—Chicago, Pittsburgh, 





St. Louis 
April 30—Rochester 


NOTE: The above are scheduled 


| dates. Some changes may be made. 











CONTROLLERS’ ACTIVITIES 


A glance at the column to the 
left will disclose how active con- 
trollers have become in_ their 
meetings and conferences, de- 
voted to discussion of technical 
matters presented by their day- 
to-day work. It will be noted that 
three regional conferences will be 
conducted this spring—in New 
York City, Detroit, and San Fran- 
cisco, in that order; also that the 
tenth annual meeting—an an- 
niversary which will be suitably 
observed—comes along in the 
fall. Both March and April will 
see all of the twenty-two Controls 
of The Controllers Institute of 
America holding monthly meet- 
ings in which serious studies of 
the newest problems presented by 
the defense program will be con- 
ducted. There never was a time 
when controllers were in greater 
need of the additional informa- 
tion and its resultant feeling of 
greater confidence in themselves 
and in their work, which comes 
from these meetings, confer- 
ences, and studies. 

Additional light on what is 
commonly known as the “‘last-in, 
first-out’’ method of inventory 
valuation is given in an article 
presented in this number from 
the pen of Mr. Maurice E. Pelou- 
bet, a certified public accountant 
of New York City who has spe- 
cialized in his studies of this pro- 
vision of the Revenue Act of 
1939. Companies which may wish 
to use this method of valuing in- 
ventories may easily disqualify 
themselves by actions taken in 
the early part of the year, if they 
“‘don‘t watch out.”’ 

“Control” is in the air and has 
been predominantly in evidence 
since 1933, when it became fash- 
ionable politically. The Control- 
lers Institute of America, in de- 
fining the duties of a controller, 
presents as Number 17: “The 
preparation or approval of the 
regulations or standard practices 
required to assure compliance 
with orders or regulations issued 
by duly constituted governmental 
agencies.”’ In those words we find 
the reason for the remarkable ex- 
pansion of controllers’ responsi- 
bilities in the past seven years, and 
the corresponding need for the 
type of assistance given by a tech- 
nical organization such as The 
Controllers Institute of America. 
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| INSTITUTE OF AMERICA 
“War Problems of Business As the 


Controller Sees Them.” A report 
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istration Thereof.” 
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Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 


port of a Conference of Control- 
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June, 1939 40 Pages 
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Research Council. 
1932 16 Pages 
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Coes, of Ford, Bacon & Davis, Inc. 
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are out of print. 
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E-dittortal Comment 


HE excess profits tax tangle is now unraveled as 

far as it can be by any probable Congressional 
action which can affect the returns to be filed by 
March 15 of this year. The unraveling came about 
with enactment on March 3 of a measure designed to 
relieve what were designated as hardship cases. This 
measure, passed by the Senate and promptly en- 
dorsed by the House of Representatives, with its 
amendments of a measure previously passed by the 
House, was sent to the President on March 3. At this 
writing no word has been received that he had 
signed the measure, although there seemed to be no 
doubt that he would. 

The Controllers Institute of America was respon- 
sible in large measure for the amendments of the 
House bill which were made, first by the Senate 
Finance Committee and later by the Senate itself, 
with the approval of the Treasury Department. The 
Institute’s Committee on Co-operation with the 
Treasury Department sent a last minute appeal in 
the form of a strongly worded telegram to the Treas- 
ury Department, urging that taxpayers be permitted 
to file returns on March 15 without being compelled 
to make an irrevocable decision at that time as to 
which basis the taxpayer would use in computing his 
tax, the average earnings or invested capital basis. 
The text of the telegram sent by The Institute to the 
Treasury Department is given on page 112 of this 
issue. 

The Institute was not the only organization to 
make representations to the Treasury Department, 
and some individuals also sent messages with ap- 
peals for relief, but controllers, through their na- 
tional organization, now enjoy the confidence of the 
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Treasury Department to such an extent that a great 
deal of weight is attached to their recommendations, 
especially as they are technical in character and have 
to do principally with the administrative phases of 
tax problems rather than with rates or the form of 
taxes. This is in keeping with the policies of The In- 
stitute, enunciated many years ago and closely ad- 
hered to by successive Institute administrations. 

Controllers will be glad that the amendments in 
question were made, and will be doubly glad to 
know that enactment of the amendments was due in 
some measure to the fact that their national organ- 
ization advocated them and made their views known 
in the proper quarters at the right time. 


Controllership as a profession is indebted to Mr. 
Maurice E. Peloubet, a certified public accountant of 
New York City, and to “The Journal of Account- 
ancy’, published by the American Institute of Ac- 
countants, for a comprehensive, detailed and stim- 
ulating review of the book, “Controllership: Its 
Functions and Technique’, by Mr. John H. Mac- 
Donald, published by The Controllers Institute of 
America. The review appeared in the February issue 
of “The Journal”. Some paragraphs taken from Mr. 
Peloubet’s review are indicative of the close coop- 
eration that exists between the profession of public 
accounting, and controllership: 


“Several descriptions of the duties of a controller are 
given and it is interesting to note that they include a number 
of functions formerly assumed by the public accountant, 
which are indicative of the similarity in training and view- 
point of the public accountant and the controller.” 


* * of * * * 
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“Obviously, the controller should prepare all statements 
and reports for internal use. Here again the public ac- 
countant may be of value as an advisor but it would seem 
in a large and well organized enterprise that, subject, of 
course, to the responsibility and authority of the board of 
directors, the controller should be primarily responsible 
for all reports, even those to which the public accountant 
puts his signature. Here the responsibility is joint, the 
public accountant having examined and audited the state- 
ments of the company prepared by the controller. 

“Internal auditing is, of course, an obvious function of 
the controller and is discussed more fully later in the book. 
The other duties of the controller are familiar to most 
public accountants. It is, however, a sign of marked prog- 
ress in accounting development that controllers should be 
prepared to take such heavy responsibilities which cover 
such a large part of the field of industrial organization. 

“Chapter three deals with the relations between con- 
trollers and public accountants. This chapter stresses the 
need for close contact between the controller and auditor.” 


* * * * * 


“The primary responsibility of the management of a 
corporation for the maintenance of adequate accounts is 
stressed in much the same manner as this subject has been 
covered in recent pronouncements of the American Insti- 
tute of Accountants.” 


ES * of a * 


“Attempting to describe and define controllership and 
its functions is largely a pioneering attempt in accounting 
literature. Probably other books on the subject, much 
longer and I fear much duller, will be written but it is 
doubtful whether they will cover anything essential which 
is not presented in some form in the present work. The 
book is as valuable for public accountants as for controllers. 

“Public accountants may not agree with every statement 
made but they will with most, and on thinking it over they 
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will probably find that they disagree on matters of emphasis 
rather than on basic principle. 

“It should be remembered that this book is written from 
the standpoint of the controller, that young as the public 
accounting profession is, that profession which is now des- 
ignated as controllership is still younger, and a group of 
men or a book may be pardoned much if they show vigor, 
confidence and a faith in the future, all of which are char- 
acteristic both of controllers as a group and of his book.’ 


It is evident, and is pleasing as well, that forward 
looking public accountants recognize the separate 
sphere of the controller, and the fact that that sphere 
includes a number of functions formerly assumed by 
the public accountant. 


Controllers, and presumably public accountants, 
have not had time as yet to analyze carefully just 
what the effects will be of the new rules issued by the 
Securities and Exchange Commission prescribing 
what public accountants’ certificates shall contain. 
The rulings are presented in full in this issue of 
“The Controller”. Careful study by controllers is 
urged. This is a matter that affects them as much as 
it does public accountants. 


The Controllers Institute of America is to be ten 
years old next fall, and will recognize that mile post 
with suitable ceremony. A review of what The In- 
stitute has accomplished for this calling will be one 
of the features of the observance. There will be also 
a stimulating series of discussions on current matters 
of pressing interest to controllers. It is an event 
which will have a special appeal to all controllers. 
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What to Do Now About Last-In, 
First-Out Inventory Method 


While the danger of making eco- 
nomic prophecies at the present time 
is fully realized, it is nevertheless true 
that there are certain short-term trends, 
at least, which can hardly be disre- 
garded. For the near future, prices of 
raw materials and wage rates will either 
remain in a state of precarious equi- 
librium, or will rise. When and to 
what extent the rise will take place is 
not predictable, but there is little short- 
term probability that prices or wages 
will decline. 

Volume of business in almost all 
lines is increasing rapidly and has been 
increasing for some time past. Whether 
the peak has been reached in some in- 
dustries can hardly be determined, but 
it is most unlikely that any important 
industries will show a decline in vol- 
ume for some time to come. The stage, 
therefore, seems to be set for increases 
in both commodity prices and in vol- 
ume of inventory in most industries, 
and this condition should bring to the 
minds of men responsible for the finan- 
cial policy and accounts of manufac- 
turing corporations the problem of 
eliminating fictitious profits on inven- 
tories, both for corporate and Federal 
income and excess profits tax purposes. 

The rise in some industries may have 
been started; in others it may not yet 
have begun, but when considering the 
question of eliminating fictitious in- 
ventory profits, particularly for tax 
purposes, it is necessary for most cor- 
porations, particularly those listed on a 
securities exchange or with publicly 
held securities, to consider their posi- 
tion at the beginning of the year in 
which an inventory method designed 
to eliminate fictitious profits is to be 
used. 

In the Revenus Act of 1939 a pro- 
vision was included which added to 
the various permissible methods of in- 
ventory valuation an additional method 
described under the somewhat ambigu- 
ous title of “elective” method. So long 


By Maurice E. Peloubet 


as the method is allowed we should not 
quarrel about what it is called, but it 
has always seemed rather strange that 
with a number of choices already exist- 
ing between various methods of valua- 
tion, which condition would necessarily 
involve some sort of election, the addi- 
tional method should be called ‘“‘elec- 
tive.” However, that is its official name, 
but its more usual designation in busi- 
ness is the “‘last-in, first-out’? method. 


TAXPAYER Must COMPLY WITH 
EIGHT PROVISIONS 


Several of the provisions with which 
the taxpayer must comply before this 
method may be used do not apply to 
the use of other inventory methods. 
The specific requirements are eight in 
number and are described in Section 
19.22(d)-2 of Regulations 103. The 
fifth requirement— 


(5) The taxpayer shall establish to the 
satisfaction of the Commissioner 
that the taxpayer has not, in the tax- 
able year for which the elective 
inventory method is first used or in 
any subsequent taxable year, used in 
determining income, profit or loss, 
for credit purposes, or for the pur- 
pose of reports to shareholders, part- 
ners or other proprietors, or to bene- 
ficiaries, any inventory method other 
than that referred to in section 
19.22(d)-1 or at variance with the 
requirement referred to in paragraph 


(3) of this section, the taxpayer's use 
of market value in lieu of cost not 
being considered at variance with 
this requirement. 


is probably the one which is of the 
most immediate interest to a corpora- 
tion desiring to adopt the ‘elective’ 
method for the year 1941. Although 
an unusual one, this seems to be a fair 
requirement. 

It will be observed that there is no 
specific requirement for the corporation 
to keep its books in agreement with 
the method used for tax purposes but, 
rather, the emphasis is laid on the man- 
ner in which statements to outsiders 
and third parties are prepared. Con- 
versely, if the books are kept on the 
last-in, first-out method, it would be 
of no benefit to a corporation which 
issued statements on some other basis. 
The closely held corporation which 
issues no statements at all during the 
year is better off than the corporation 
which, either by custom or requirement, 
reports, say, quarterly or more fre- 
quently to its stockholders, or which 
renders periodical statements to cred- 
itors or governmental bodies. 

The corporation which does not re- 
port at all, except annually, may wait 
until March 15, 1942, before deciding 
on whether to use the last-in, first-out 
method for 1941 or, if it issues an an- 
nual statement, say, in February, it 








Corporations which might benefit from adoption of the “last- | 
in, first-out’’ method of valuing inventory may inadvertently 
disqualify themselves from adopting this method in 1941, and 
the question may decide itself by default, if certain precaution- | 
ary steps are not taken in the first quarter. Those steps are | 
clearly defined by Mr. Peloubet in this article, which was pre-_ | 
pared by special request for ‘“The Controller.’’ It should be of 
great value to companies which the Congress had in mind when 
provision for the “‘last-in, first-out’’ method was written into | 
the Federal Revenue Act. Mr. Peloubet is a well-known certified | 
public accountant of New York City. 
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may wait until the date of the issue 
of the annual statement; then it must 
decide, if the last-in, first-out method 
is to be used, to use this method in its 
corporate statements. 


REPORT IN FirsT QUARTER 
NECESSITATES DECISION 


However, the corporation which re- 
ports quarterly, say, to a stock ex- 
change or to its shareholders, or which 
gives a statement to a bank in the first 
two or three months of the year, must, 
at that time, decide whether it is to use 
the last-in, first-out method for 1941, 
as a statement issued, say, as of March 
31, 1941, on the first-in, first-out basis 
would definitely bar the corporation 
which issued such a statement from the 
use of the last-in, first-out method for 
the year 1941. 

It is not necessary to have accounts 
prepared strictly or exactly on the 
last-in, first-out method. It is sufficient 
to state that the accounts have been 
prepared on that basis even though, 
for instance, profits are estimated or 
physical inventories have not been 
taken. It must, however, be indicated 
that an attempt at reasonable approxi- 
mation of the results of the last-in, 
first-out method has been made, even 
though these are corrected later in the 
year. 

If the use of the last-in, first-out 
method is contemplated for 1941 it 
would be most inadvisable to issue a 
quarterly statement in which no ref- 
erence to inventory methods was made. 
Whether or not such a statement would 
technically bar the taxpayer it would 
interpose unnecessary difficulties in the 
way of adopting the last-in, first-out 
method at the end of the year. As this 
is, for all practical purposes, the de- 
ciding test imposed to determine 
whether or not a taxpayer is to be 
permitted to use the method, it is un- 
reasonable to expect the Bureau of 
Internal Revenue not to require exact 
compliance. 

It should be borne in mind also that 
if, at the beginning of the year, there 
is some question or doubt about whether 
last-in, first-out is to be adopted, there 
would be no great difficulty in pre- 
paring, say, quarterly statements on an 
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estimated last-in, first-out basis during 
the year. This would leave che cor- 
poration in the position just before the 
issuance of its annual report or the 
preparation of its tax return, which- 
ever occurred first, of being able to 
adopt the last-in, first-out method for 
tax purposes or not as it saw fit, as the 
use of the method is entirely elective 
and voluntary and there is no require- 
ment that if last-in, first-out is used in 
corporate accounts that it should be 
used for tax purposes. The converse 
of this, however, is not true. That is, 
if last-in, first-out is not used for cor- 
porate purposes, it can not be used for 
tax purposes. 


ADVANTAGES OF METHOD WELL 
KNOWN 


There will be no attempt here to 
weigh the relative merits of last-in, 
first-out and other inventory methods. 
A fairly extensive literature on this 
subject already exists. In the Fifth 
Supplement to the ‘Accountants’ In- 
dex,” published by the American In- 
stitute of Accountants, there are some 
forty references to books and articles 
under the heading ‘‘Inventories— 
Last-in, First-out Method.” (The sub- 
ject has been covered thoroughly in 
THE CONTROLLER. Editor) 

The purpose of this article is pri- 
marily to call the attention of those 
responsible for the financial manage- 
ment of corporations to the advisabil- 
ity of making an early decision if 
desirable to use the last-in, first-out 
method for the year 1941. After the 
basic test of whether the last-in, first- 
out method is used in corporate state- 
ments is met, the other requirements 
come up for consideration. These are: 


(1) The taxpayer shall file an applica- 
tion to use such method specifying 
with particularity the goods to which 
it is to be applied. 


It is understood that too great par- 
ticularity in specifying the goods is 
not desired. The classifications usual 
in the particular trade or industry will 
generally be sufficient, but the identi- 
fication of the types or classes of goods 
should be specific. 


(2) The inventory shall be taken at cost 
regardless of market values. 
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There has been much discussion of 
this feature of the regulations, but it 
would appear that, on the whole, it 1s 
a fair requirement and it should not 
cause hardship to the taxpayer even in 
periods of declining prices. 


(3) Goods of the specified type included 
in the opening inventory of the tax- 
able year for which the method is 
first used shall be considered as hav- 
ing been acquired at the same time 
and at a unit cost equal to the actual 
cost of the aggregate divided by the 
number of units on hand, such actual 
cost of the aggregate being deter- 
mined pursuant to the inventory 
method employed by the taxpayer 
under the regulations applicable to 
the preceding taxable year. 


This requirement represents the posi- 
tion of the Bureau of Internal Reve- 
nue on almost every inventory change 
and is closely analagous to that in 
Regulations 104, covering inventory, 
when a number of corporations form a 
consolidated group and file their re- 
turns on a consolidated basis. 


(4) Goods of the specified type on hand 
as of the close of the taxable year in 
excess of what were on hand as of 
the beginning of the taxable year 
shall be included in the closing in- 
ventory, regardles of identification 
with specific invoices, at costs de- 
termined as follows: 

(a) By reference to the actual cost 
of the goods most recently pur- 
chased or produced; 

(b) By reference to the actual cost 
of the goods purchased or pro- 
duced during the taxable year 
in the order of acquisition; 

(c) By application of an average 
unit cost equal to the aggregate 
cost of all of the goods pur- 
chased or produced throughout 
the taxable year divided by the 
total number of units so pur- 
chased or produced, the goods 
reflected in such inventory in- 
crease being considered for the 
purposes of section 22(d) as 
having been acquired all at the 
same time; or 

(d) Pursuant to any other proper 
method which, in the opinion of 
the Commissioner, clearly re- 
flects income. 

Whichever of the several methods of 
valuing the inventory increase is 
adopted by the taxpayer and ap- 
proved by the Commissioner shall be 
consistently adhered to in all sub- 
sequent taxable years so long as the 
elective inventory method is used by 
the taxpayer. 
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It would seem that this requirement 
could have been condensed somewhat 
in the form of a statement that any 
method adopted by the taxpayer which 
is reasonable and consistent will be 
permitted. There seems little doubt 
but that the Bureau of Internal Reve- 
nue wishes to give as much scope as 
possible to the taxpayer in deciding the 
method by which he will determine the 
value of additions to inventory dur- 
ing the year, provided the method is 
consistently used and the valuations so 
determined are properly carried for- 
ward and exhausted by operations. 

The fifth requirement covers corpo- 
rate statements and has already been 
discussed. 

(6) Goods of the specified type on hand 
as of the close of the taxable year 
preceding the taxable year for which 
this inventory method is first used, 
whether such preceding taxable year 
began before or after December 31, 
1938, shall be included in the tax- 
payer’s inventory for such preceding 
taxable year at cost. 


This provision is peculiar to the 
use of the “elective” method. It might 
operate to the taxpayer's benefit or 
detriment, depending on whether when 
he had written his inventory down 
from cost to market at the beginning 
of the first taxable year in which the 
elective method was to be used he had 
sustained a profit or a loss in the last 
year in which his former method had 
been used. 


WouLp CANCEL PART OF Loss 


Obviously, if the taxpayer had sus- 
tained a loss in the year preceding that 
in which the elective method was used 
and had written his inventory down to 
market from cost, the reversal of such a 
write-down would merely cancel that 
much of his loss with no corresponding 
adjustment of tax. It would also al- 
low him to enter the period in which 
last-in, first-out was to be used with a 
larger beginning inventory and to the 
extent to which that beginning in- 
ventory was sold into he would bene- 
fit by the increased valuation. 

If the year preceding the use of the 
elective method showed a profit but 
the taxpayer had, nevertheless, written 
down his inventory from cost to mar- 
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ket, the restoration to cost would, of 
course, result in an additional tax for 
that year, and the benefit of the in- 
creased inventory valuation would be 
obtained only when and to the extent 
the opening inventory was sold into. 
The purpose of this provision is some- 
what obscure and it will affect rela- 
tively few taxpayers. 


(7) The elective inventory method, once 
adopted by the taxpayer with the ap- 
proval of the Commissioner, shall 
be adhered to in all subsequent tax- 
able years unless— 

(a) A change to a different method 
is approved by the Commis- 
sioner; or 

(b) The Commissioner determines 
that the taxpayer has used in 
ascertaining income, profits, or 
loss, for credit purposes or for 
the purpose of reports to share- 
holders, partners, or other pro- 
prietors, or to beneficiaries, and 
for years subsequent to his 
adoption of the elective inven- 
tory method, an inventory method 
at variance with that referred to 
in section 19.22(d)-1 and re- 
quires of the taxpayer a change 
to a different method for such 
subsequent taxable year or any 
taxable year thereafter. 


(8) The taxpayer shall maintain such 
accounting records as will enable the 
Commissioner readily to verify the 
taxpayer’s inventory computations as 
well as his compliance with these 
several requirements. 


In general, these provisions reiterate 
specifically general powers which the 
Commissioner already had at the time 
of the passage of the Revenue Act of 
1939. 


SHOULD AvoIiD INADVERTENT 
DECISIONS 


This summary of the inventory situ- 
ation as it affects Federal income taxes 
is presented more as a reminder that 
industries maintaining large or stable 
inventories, particularly of commodi- 
ties or raw materials, which might be 
affected by price rises, should consider 
the question before inadvertent deci- 
sions are made. That is, if a quarterly 
statement should be issued without 
considering whether the last-in, first- 
out method is suitable for the par- 
ticular corporation, a decision is auto- 
matically made against using this 


method for the year 1941. The method, 
as has been repeatedly stated, is of 
comparatively limited application, but 
the industries to which it applies, 
while few in number, perhaps, are basic 
and important in the amount of inven- 
tories carried and in total investment. 

The materials for forming a judg- 
ment are, as has been already indicated, 
ample and whatever decision is made, 
those who are responsible for the finan- 
cial policies of corporations which 
might use this method should try to 
place themselves in the position of hav- 
ing made a considered decision rather 
than of having allowed the question 
to be decided by default. 


EXPANSION TESTS 
AN ACCOUNTING 
DEPARTMENT 

The accounting department of Con- 
solidated Aircraft Corporation is di- 
vided into the following sections: time- 
keeping and payroll, accounts payable, 
accounts receivable, cost accounting, ex- 
pense analysis, billing, receipt and dis- 
bursement of cash, and general ledger 
accounting. 

This statement is made by Mr. 
W. M. Shanahan, treasurer of the com- 
pany, in an article which appears in 
“The Office” for March 1941, entitled 
“Accounting Problems of a Growing 
Business.”” Mr. Shanahan adds: 


“If business never changed, accounting 
would be largely routine. Every new order 
for airplanes, every new purchase of ma- 
terials, machinery, or supplies means new 
accounting problems. New taxes, new laws, 
increasing personnel, and changes in work- 
ing hours require some modification of ac- 
counting procedures... . 

“The tremendous increase in our business 
has been a strenuous performance test of 
the accounting department personnel and 
methods. No accounting system can stand 
up long unless it is well designed in the be- 
ginning. Flexibility is imperative where 
there is a constant change in the volume of 
business. Some new conditions may be 
encountered every day, but a properly de- 
signed system will permit increases and 
other changes to flow through the accounts 
without unusual strain. 

“In spite of all the necessary flexibility 
there must be many rigid rules and strict 
routine. Each irregular transaction takes 
much more time than the standard oper- 
ation..." 


Mr. Shanahan is a member of The 
Controllers Institute of America. 








SEC “Corrects Certain Defects in 
Accountants’ Certificates” 


The Securities and Exchange Com- 
mission has taken a hand in prescrib- 
ing what public accountants’ “certifi- 
cates” shall contain. It has issued 
amended rules, effective March 1, 1941, 
which prescribe the ground that ac- 
countants’ certificates must cover, under 
the Securities Act of 1933 and the Se- 
curities Exchange Act of 1934. 

Heretofore the public accounting 
profession itself has to a large extent 
decided what the form of an account- 
ant’s “‘certificate”’ shall be. With the 
enactment of the Securities Act in 1933, 
the government began to have a part 
in determining what the wording of 
“certificates” should be, as the Securi- 
ties Act contained a provision that reg- 
istration statements filed, at that time 
with the Federal Trade Commission, 
should bear the “‘certificates” of pub- 
lic accountants. 

There was a long discussion, in the 
late spring and early summer of 1933, 
between representatives of the Federal 
Trade Commission and of the public 
accounting profession, as to exactly 
what a “‘certificate’”’ attached to a reg- 
istration statement should say. 

This matter of the wording of ‘‘cer- 
tificates” has been a matter of great 
concern to the public accounting pro- 
fession for many years, as the form of 
“certificate’’ determined just what de- 
gree of responsibility the public account- 
ant was assuming, legally, and in the 
eyes of the public and of the business 
entity covered by the ‘‘certificate.”” Of 
late the public accounting profession 
has advocated designating the “‘cer- 
tificate’” as a ‘‘report.” In the eyes of 
the Securities and Exchange Commis- 
sion, however, the terms are synony- 
mous. A “report” meets the require- 
ments of the laws which call for ‘“‘cer- 
tificates.” 

What the public, and business con- 
cerns generally, receive from the public 
accounting profession in return for the 
large sums paid annually by business 


entities for public auditing service, is 
measured in large part by the wording 
of the ‘certificates.’ They may mean 
much, or they may signify little, in the 
degree of responsibility assumed. The 
public generally has been accustomed 
to believe that the ‘‘certificates” are all 
embracing. It knows little of the vary- 
ing forms of public audits, of the 
widely divergent terms of audit en- 
gagements, of the real meaning of 
““certificates.’’ Business executives, espe- 
cially controllers, know well just how 
much or how little ground is covered 
by a “certificate.” 

Nearly two years ago the public ac- 
counting profession widened materially 
the scope of accepted audit procedures, 
as a result of the disclosures in the 
McKesson and Robbins Company's 
case. The widened scope of “‘normal”’ 
audit procedures naturally increased the 
cost of public auditing to business 
concerns generally, in spite of the fact 
that methods of internal auditing and 
internal checks and controls have been 
improved immensely in recent years, 
under the direction of controllers who 
are constantly introducing modern pro- 
cedures to take the place of archaic 
methods long since outmoded. 


CERTIFICATES WILL COVER 
More GROUND 


The effect of the new rules of the 
Securities and Exchange Commission 
may be to increase still further the 
costs of public auditing. That remains 
to be seen. Another effect of the new 
rules, however, may be to require pub- 
lic accountants to assume a higher de- 


gree of responsibility than heretofore, ' 


and to make “reports’’ or give “‘cer- 
tificates’”’ which will cover much more 
ground than in past years. 

The announcement made by the Se- 
curities and Exchange Commission, 
under date of February 5, 1941, reads 
as follows: 
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The Announcement 


“The Securities and Exchange Com- 
mission today announced the adoption 
of amendments to Rules 2-02 and 3-07 
of Regulation S-X, which are designed 
to correct certain defects disclosed by 
the Commission’s studies of account- 
ant’s certificates. Regulation S-X gov- 
erns the form and content of financial 
statements required to be filed on Form 
A-2 under the Securities Act of 1933 
and most of the forms promulgated 
under the Securities Exchange Act of 
1934. The amendments become effec- 
tive March 1, 1941. 

“At the time of the adoption of 
Regulations S-X it was stated that: ‘In 
view of the pending proceedings in 
the matter of McKesson and Robbins, 
Incorporated, and several other cases, 
the rules governing certification by ac- 
countants, although altered and clari- 
fied in some respects, have been re- 
tained in substantially the form now 
found in the General Rules and Regu- 
lations under the Securities Act of 
1933 and the several major forms 
under the 1933 and 1934 Acts. Upon 
completion of these proceedings, how- 
ever, such rules are to be considered 
with a view to revisions deemed neces 
sary as a result of these cases.’ 

“The form of the accountant’s cer 
tificate was considered at some length 
in the Report of Investigation, In the 
Matter of McKesson & Robbins, Inc. 
The following conclusions reached on 
this subject are quoted from pages 434- 
435 of the report: 


CONCLUSIONS SET FORTH IN REPORT 


A . it appears to us that the following 
principles should be adopted respecting the 
form and content of accountants’ certificates 
in order to avoid possibility of confusion in 
the future. 

‘The work done should be described 
as the auditor sees fit and any desired in- 
formation concerning the accounts may be 
stated. While we do not think that each 
audit step should necessarily be set forth, 
it is to be hoped that really descriptive 
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language will be used as distinguished from 
a standard form based upon procedures’ set 
forth in a bulletin neither of which is re- 
ferred to in the certificate. While the road 
is left clear to the auditor to describe in his 
own language what he has done and what 
he has found, we suggest one positive re- 
quirement in this connection. The certificate 
should state as part of the description of 
the scope of examination every generally 
recognized normal auditing procedure which 
has been omitted and the reasons for the 
omission. 

“"We believe that, in addition to the 
present expression of opinion that the com- 
pany’s position and results of operations 
are fairly presented by the accounts, the 
accountant should certify that the examina- 
tion conducted was not less than that neces- 
sary in order to form the foregoing opin- 
ion. This statement may well replace the 
one generally in use in certificates prior to 
the present hearings in which the only ref- 
erence to the examination in the opinion 
paragraph was in the words “based upon 
such examination” or “subject to the fore- 
going” following “In our opinion.”’ Besides 
not definitely stating whether the examina- 
tion was sufficient in scope, these words 
would seem to incorporate all prior refer- 
ences to the examination in the preceding 
paragraphs of the certificate and base the 
auditor’s opinion thereupon without spe- 
cifically stating whether those references 
were purely descriptive or in the nature of 
exceptions. Exceptions to the scope of the 
audit or to the accounts should be expressly 
so stated in the same sentence as the cer- 
tification as to the scope of the audit and 
the opinion as to the accounts, respectively. 
Exceptions may be incorporated by refer- 
ence in such sentences but must be specifi- 
cally designated as “exceptions.” If any re- 
quired information has been withheld by 
the client or access to records denied these 
facts should, of course, be treated as ex- 
ceptions. 


EXAMINATION SHOULD BE EQUAL 
TO PROFESSIONAL REQUIREMENTS 


“We said above that the auditor should 
certify that the examination was not less 
than the required minimum of accepted 
practice both as to procedures and the 
manner of their application. While ac- 
countants may not be able to certify as to 
the correctness of the figures appearing on 
the financial statements in the sense of 
guaranteeing or warranting their correct- 
ness but can merely express their opinion 
with respect to them, we do think they can 
and should certify that the examination, on 
which their opinion as to the financial state- 
ments was based, was at least equal to pro- 
fessional requirements.’ 


““Amendments of the rules as to ac- 
countants’ certificates have for some 
time been the subject of correspond- 
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ence and discussion between commit- 
tees representing the American Insti- 
tute of Accountants, the Controllers 
Institute of America, and the American 
Accounting Association, and numerous 
individual accountants and members of 
the Commission’s staff. During this 
time the suggestions made by individ- 
uals as well as by the committees have 
been given careful consideration and a 
number of them embodied in drafts of 
the rules which have been made avail- 
able to the cooperating committees and 
individuals for further criticism. Suc- 
cessive revisions and criticism have re- 
sulted in the revised rules now adopted 
by the Commission. 

“The revised Rule 2-02 sets forth 
requirements as to the contents of the 
accountant’s certificate and is divided 
into four sections. 

“Section (a) states certain technical 
requirements and involves no change 
from previously existing rules. 


Must DeEscriBE NATURE OF AUDIT 


“Section (b) contains the require- 
ments for the accountant’s representa- 
tions as to the nature of the audit 
which he has made. Under subdivision 
(i) the accountant must give a reason- 
ably comprehensive description of the 
scope of the audit which he has per- 
formed. In accordance with the opinion 
of the Commission in the McKesson 
report, the subdivision also requires 
that, if any generally recognized nor- 
mal auditing procedures have been 
omitted with respect to significant 
items in the financial statements, such 
omissions shall be stated with a clear 
explanation of the reasons for such 
omission. It is contemplated that des- 
ignation of procedures omitted would 
be confined to the primary auditing 
requirements which have been recog- 
nized as normal auditing procedure, 
as for example, the circularization of 
receivables, and would not extend to 
detailed or mechanical steps. 

“Since in particular circumstances 
such omissions may be proper, the spec- 
ification of such omissions and the 
reasons therefor in connection with the 
description of the audit would not be 
considered as exceptions or qualifica- 
tions unless specifically so noted in 
connection with subsection (ii) which 


requires that the accountant shall state 
whether the audit was made in accord- 
ance with generally accepted auditing 
standards applicable in the circum- 
stances. In referring to generally rec- 
ognized normal auditing procedures 
the Commission has in mind -those or- 
dinarily employed by skilled account- 
ants and those prescribed by authorita- 
tive bodies dealing with this subject, 
as for example, the various accounting 
societies and governmental bodies hav- 
ing jurisdiction. 

“In referring to generally accepted 
auditing standards the Commission has 
in mind, in addition to the employment 
of generally recognized normal audit- 
ing procedures, their application with 
professional competence by properly 
trained persons. The Commission fur- 
ther recognizes that the individual char- 
acter of each auditing engagement and 
the facts disclosed through a vigilant, 
inquisitive, and analytical approach by 
the auditor may call for the extension 
of normal procedures or the employ- 
ment of additional procedures. There- 
fore, subsection (iii) requires that the 
accountant also state whether he omit- 
ted any procedure deemed necessary 
by him under the circumstances of the 
particular case. 


ADEQUACY OF INTERNAL CONTROL 


‘Paragraphs two and three of sec- 
tion (b) incorporate provisions of pre- 
vious rules and add the requirement 
that ‘appropriate consideration shall 
be given to the adequacy of the system 
of internal check and control,’ thus 
emphasizing the importance of this 
basic element. 

“Section (c) concerning the opinion 
of the accountant as to the financial 
statements covered by the certificate and 
the accounting principles followed is 
for the most part a restatement and 
clarification of previous rules. 

“Section (d) includes an important 
change from previous rules, in that it 
requires in addition to a clear identi- 
fication of all exceptions that, to the 
extent practicable, the effect of each 
exception on the related financial state- 
ments be given. A clear explanation of 
the effect on the financial statements of 
the use of accounting principles to 
which exception is taken is deemed 





it 





necessary if the statements are not to 
be misleading to investors. 

“Rule 3-07 incorporates the new re- 
quirement that if ‘any significant retro- 
active adjustment of the accounts of 
prior years has been made at the begin- 
ning of or during any period covered 
by the profit and loss statements filed, 
a statement thereof shall be given in a 
note to the appropriate statement, and 
if the . . . . adjustment substantially 
affects proper comparison with the pre- 
ceding fiscal period, the necessary ex- 
planation.’ 

“The text of the Commission’s ac- 
tion follows: 


Amendment No. 3 
to Regulation S-X 


“The Securities and Exchange Com- 
mission, acting pursuant to authority 
conferred upon it by the Securities Act 
of 1933, particularly Section 7 and 
19 (a) thereof, and the Securities Ex- 
change Act of 1934, particularly Sec- 
tions 12, 13, 15 (d), and 23 (a) 
thereof, and finding such action neces- 
sary and appropriate in the public in- 
terest and for the protection of in- 
vestors, and necessary for the execu- 
tion of the functions vested in it by 
the said Acts, hereby amends Rules 
2-02 and 3-07 of Regulation S-X to 
read as follows: 


Rule 2-02. Accountants’ Certificates 
““(a) Technical requirements 
““The accountant’s certificate shall 

be dated, shall be signed manually, and 

shall identify without detailed enumer- 
ation the financial statements covered 
by the certificate. 


““(b) Representations as to the 
audit 
“The accountant’s certificate (i) 
shall contain a reasonably comprehen- 
sive statement as to the scope of the 
audit made including, if with respect 
to significant items in the financial 
statements any auditing procedures 
generally recognized as normal have 
been omitted, a specific designation of 
such procedures and of the reasons 
for their omission; (ii) shall state 
whether the audit was made in accord- 
ance with generally accepted auditing 
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standards applicable in the circum- 
stances; and (iii) shall state whether 
the audit made omitted any procedure 
deemed necessary by the accountant 
under the circumstances of the particu- 
lar case. 


Must GIVE WEIGHT TO INTERNAL 
SYSTEM 


“In determining the scope of the 
audit necessary, appropriate considera- 
tion shall be given to the adequacy of 
the system of internal check and con- 
trol. Due weight may be given to an 
internal system of audit regularly main- 
tained by means of auditors employed 
on the registrant’s own staff. The ac- 
countant shall review the accounting 
procedures followed by the person or 
persons whose statements are certified 
and by appropriate measures shall sat- 
isfy himself that such accounting pro- 
cedures are in fact being followed. 

“Nothing in this rule shall be con- 
strued to imply authority for the omis- 
sion of any procedure which inde- 
pendent accountants would ordinarily 
employ in the course of an audit made 
for the purpose of expressing the opin- 
ions required by paragraph (c) of this 


rule. 


““(c) Opinions to be expressed 


“The accountant’s certificate shall 
state clearly: 


“"(i) the opinion of the accountant in 
respect of the financial statements 
covered by the certificate and the 
accounting principles and practices 
reflected therein; 


“"(i) the opinion of the accountant as to 
any changes in accounting princi- 
ples or practices, or adjustments of 
the accounts, required to be set 
forth by Rule 3-07; and 

“ (iii) the nature of, and the opinion of 
the accountant as to, any significant 
differences between the accounting 
principles and practices reflected in 
the financial statements and those 
reflected in the accounts after the 
entry of adjustments for the period 
under review. 


““(d) Exceptions 


‘Any matters to which the account- 
ant takes exception shall be clearly 
identified, the exception thereto spe- 
cifically and clearly stated, and, to the 
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extent practicable, the effect of each 
such exception on the related financial 
statements given. 


Rule 3-07. Changes in Accounting 
Principles and Practices 


““If any significant change in ac- 
counting principle or practice, or any 
significant retroactive adjustment of 
the accounts of prior years, has been 
made at the beginning of or during any 
period covered by the profit and loss 
statements filed, a statement thereof 
shall be given in a note to the appro- 
priate statement, and, if the change or 
adjustment substantially affects proper 
comparison with the preceding fiscal 
period, the necessary explanation.’ 

“The foregoing action shall be ef- 
fective March 1, 1941.” 


COORDINATE RECORDS 
WITH WORK OF AUDITORS 


Mr. Frederick L. Hicks, secretary 
and controller of Megowen-Educator 
Food Company, of Lowell, Massachu- 
setts, makes some good points in an 
article entitled “Audits Can Pay Divi- 
dends” which appears in “Executives 
Service Bulletin’ for February 1941, 
published by the Metropolitan Life In- 
surance Company. Some excerpts from 
his article read: 


“The benefits which can and should ac- 
crue from audits are intangible as well as 
material, and the extent of their develop- 
ment rests almost solely with the executives, 
chiefly with the principal accounting execu- 
tive. It is his attitude which is reflected by 
the accounting department in all its rela- 
tions and contacts with the auditors. Let us 
assume that he is the comptroller. . . .” 

“From a strictly material point of view, 
the coordination of the accounting records 
with the work of the auditors will be re- 
flected directly in the ultimate cost of the 
| Seg 

“Strangely enough and for little apparent 
reason, the average organization maintains 
its records and compiles its internal financial 
statements without much regard for the 
statement structures rendered by the public 
accountant. .. .” 

“The conformation of the internal state- 
ments with those of the auditors should be 
supported, of course, by a realignment of 
general ledger account classifications so that 
the completed trial balances can flow into 
the financial statements automatically. . . .’ 








Assessment on Idle Capital by 
Federal Government Advocated 


The subject of taxes, always promi- 
nently before us, not only during these 
critical times but also in the future, 
presents major problems to be solved 
as equitably as possible. 

Our Federal government should 
slow up on reducing the purchasing 
power of individuals and corporations 
through excessive taxation on income. 
Many individuals now pay taxes on a 
fictitious earned income. 

For instance, there is no deduction 
allowed for expenses such as premiums 
on life insurance policies which must 
be carried to protect one’s family, nor 
for other expenses such as medical, 
hospitalization and the like. These and 
other family expenses undoubtedly 
have hit many taxpayers very hard, so 
that more than 100 per cent. of their 
total earned income was expended. As 
a result, these individuals and their 
families were compelled not only to 
drastically curtail purchases, but the 
size of the family probably had to be 
limited. 

Similar expenses (including ap- 
proved educational expenses) should 
be allowable deductions (the same as 
interest and taxes) up to the full 
amount of earned income before the 
tax on income is calculated. 

For example, any individuals or 
childless couples, having no depend- 
ents and leading selfish lives, should 
know that the allowance for dependents 
only up to 18 years is downright un- 
just, because from that time until grad- 
uation is the most expensive period for 
parents unless youth is compelled to 
go to work at an early age, thus being 
deprived of proper and necessary edu- 
cation, the lack of which, through no 
fault of his own, might be the cause 
of his possibly drifting into what is 
now referred to as the under-privileged 
or lower third class. 

When one has adequate free, un- 
earned income from income-producing 
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capital investments, it makes little dif- 
ference if 100 per cent. or more of 
earned income is used up, but it does 
matter to those in the average middle 
class who are really the backbone of 
this country. 


Favors ASSESSMENT ON CAPITAL 


A Limited Capital Assessment (by 
the Federal government only) on all 
free and unpledged securities and on 
idle cash or its equivalent owned by 
individuals and corporations (but not 
on securities and cash owned by insur- 
ance companies nor on securities tem- 
porarily held by corporations and 
forming a part of necessary working 
capital) would, without strain, pro- 
duce a sizeable aggregate amount of 
funds for the Federal government. 
Cash or its equivalent is purposely 
mentioned herein in order that securi- 
ties can not be temporarily converted 
or vice versa with intent to vitiate or 
entirely circumvent a capital assess- 
ment. 

Those who have been successful in 
the past, as well as those who will be 


more successful than others in the fu- 
ture in accumulating free assets and 
an excess amount of cash or its equiva- 
lent, should, on a graduated scale, 
justly contribute to the government. 
Their contribution should be in ratio 
to their free capital assets and on a 
basis which will not enable them to 
have or again create excessively large 
fortunes. Just imagine the real satis- 
faction they would have in demon- 
strating their ability to accumulate 
wealth (to share with the government 
in the form of capital assessments) in- 
stead of being compelled as now to 
just hand their income over as soon 
as earned without getting any pleasure 
out of helping to develop their coun- 
try. 

My idea would be a capital assess- 
ment only on free and unpledged secu- 
rities and on cash whether or not lo- 
cated in the United States or in its 
possessions. A capital assessment on a 
residence owned by an_ individual 
should be omitted, but not, however, 
on residences in excess of one. This 
plan would produce revenue from per- 








The author of this article, in forwarding it for publication, 
wrote that it conveys his ideas in advocacy of a limited capital 
tax assessment. He said that the memorandum “‘is not the result 
of a sudden idea, as | have seriously considered it for several 
years.’ The author of the article has been a member of The Con- 
trollers Institute of America since August, 1935. 

This idea is presented by its author in opposition to the 
proposal for compulsory bond purchases, under which individ- 
uals would be required to invest a certain percentage of their 
net income in government bonds. He adds: “The Lee plan for 
drafting wealth fortunately is ‘out,’ for which | am thankful, as 
there is nothing that would disrupt the country more than an 
all-over capital tax.” 

This material is published in order to indicate the direction 
which tax thinking is taking, especially in Washington. ‘The 
Controller’ of course does not present it as the platform of The 
Institute or of controllers generally; nor does it assume responsi- 
bility for it. THE EDITOR 
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sons enjoying free securities and idle 
cash and, to a compensating amount, 
would reduce taxes on earned income, 
as well as provide money urgently 
needed for other Federal government 
purposes. It would also accomplish 
other things; for instance, individuals 
having idle cash and free securities in 
excess of their indebtedness, and cor- 
porations having excess working cap- 
ital over adequate needs, would seek 
income-producing investments in going 
industrial, building or other labor-em- 
ploying and material-using activities, 
or be inclined to invest in future new 
enterprises, if those enterprises were 
assured of normal taxes on income. 
All of this would result in increased 
employment and, in turn, increased 
purchasing power. 


PLEDGING AS COLLATERAL WOULD 
Be LIMITED 


Securities and other assets pledged 
as collateral to indebtedness would 
have to be on a reasonable and ap- 
proved basis in order that assets could 
not be excessively pledged with intent 
of circumventing the law. 

If, for instance, a 10 per cent. as- 
sessment were made on free, idle in- 
vestments, I dare say owners of large 
fortunes would naturally expect that 
other similar capital assessments would 
likely be made in the future and con- 
clude that it would be better for them 
if their idle capital were put into indus- 
trial or building and other activities, 
which would be nominally assessed and 
which would pay good wages as well 
as yield a fair rate of return. Idle cap- 
ital, being assured of a fair return, 
would thus materially aid in rebuilding 
blighted areas and provide decent liv- 
ing conditions in those rebuilt areas. 

The abnormal amount of cash de- 
posits now lying idle in banks, and 
profitable, if at all, only to the banks, 
would also seek productive uses instead 
of remaining idle and unproductive as 
at present. 


How PLAN WouLp Work 
Not having the faintest idea of how 


much free and excess idle capital in 
the form of income-producing securi- 
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ties and cash or its equivalent is held 
throughout this nation, I do not know 
what a 10 per cent. assessment would 
yield to the Federal government. How- 
ever, I dare say any individual who has 
even $10,000 of bonds producing a 
net unearned income of, say, $400 a 
year can readily contribute, without 
hardship, $1,000 toward such capital 
assessment (reducing his unearned an- 
nual income by only $40) and thereby 
aid in increasing the purchasing power 
of the country, reduce taxes on earned 
income and help reduce our large pub- 
lic debt, all of which will indirectly 
benefit him. 

Those having large fortunes would 
contribute and benefit proportionately. 
We all owe that debt, so why not ac- 
cept a capital assessment and begin 
now gradually to pay it off, help to- 
ward balancing the budget as well as 
contribute toward defense and other 
necessary purposes. Such a capital as- 
sessment would be infinitely better than 
killing the proverbial goose that lays 
the golden egg, which is now being 
done through excessive taxation on in- 
come. Such a capital assessment would 
be a-contribution not only by the upper 
third, but by everyone fortunate enough 
to have accumulated free investments 
or idle cash, whether corporations or 
individuals. 

Excess idle cash or its equivalent 
would, of course, have to be defined 
just as necessary working capital is 
now determined for companies under 
the supervision of regulatory bodies 
or by appraisers and engineers. At any 
rate, non-assessable idle cash owned 
by individuals could be limited to a 
sufficiently low amount (say a certain 
portion of their previous twelve 
months’ gross earned income) so that 
the Federal government could not be 
accused of discrimination. The mini- 
mum amount of non-assessable idle 
cash could be defined sufficiently high 
to limit somewhat the number of tax 
returns. 


SHOULD Not BE ANNUAL AFFAIR 


The date of calculation should not 
be announced until the “‘call’’ is actu- 
ally made, at which time the effective 
date could be published by the United 
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States Treasury similar to the periodic 
“call” now issued on banks for a state- 
ment of their financial condition. It 
should, of course, not be an annual 
affair, but rather infrequent, and with 
a number of years between ‘“‘calls.”” 

The tax could be payable quarterly 
(or in full at the option of the tax- 
payer) but on different quarterly dates 
than the present Federal income tax 
payment dates. The taxpayer might 
even be allowed to pay part of the cap- 
itai tax assessment in cash and the bal- 
ance in marketable securities selected 
by the taxpayer himself from his hold- 
ings, but only with securities listed on 
a recognized stock exchange and at 
values calculated at bid prices at the 
close previous to the day of the “call.” 
This would minimize sudden, wide 
fluctuations in prices if all such securi- 
ties had to be sold during a short pe- 
riod. The United States Treasury could 
gradually liquidate the securities at any 
time during the ensuing year and could 
well afford to assume the risk of 
change in prices. . 

Severe penalties for failing to de- 
clare or incorrectly declaring, under 
oath, free securities and cash or its 
equivalent would, of course, be neces- 
sary. An enforceable method of declar- 
ing cash would automatically compel 
disclosure by some of our politicians 
and their friends, and probably make 
them and members of their families 
use checks instead of cash, now used 
by them in large quantities when pur- 
chasing expensive jewelry, furs, furni- 
ture, pretentious homes, large well- 
stocked farms, night clubs, and the 
like. (A well-known eastern politician 
was reported to have purchased a resi- 
dence a year or so ago for $125,000, 
all paid in currency.) It would re- 
veal cash assets of the politically pro- 
tected gambling fraternity, corrupt pol- 
iticians, lawyer criminals and_ their 
clients, labor racketeers and the non- 
working but expensively living crim- 
inal element generally, and might com- 
pel disclosure of large disbursements 
between reporting dates. 

All law-abiding, tax-paying citizens, 
as well as the Bureau of Internal Reve- 
nue and the FBI, would undoubtedly 
welcome such a compulsory cash dec- 
laration provision in a Capital Tax 
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Law. In this connection, it was inter- 
esting to read that a recently elected 
governor filed a statement of his total 
net assets as of the date of his inaugu- 
ration. This is only a forerunner of 
what the public has a right to expect 
from all of its duly elected officials. 
My idea may appear revolutionary 
now, as were some other ideas only a 
few years ago which, however, were 
subsequently adopted and are now ac- 
cepted in principle. It seems that this 
idea could very well be explored by 
experts, as it should result in some 
method which would painlessly pro- 
duce funds for the Federal government 
for many purposes, including the tem- 
porary care of the under-privileged, 
lower third who may again become 
self-supporting ; and of course adequate 
and permanent care of those who can 
not again become self-supporting for 
reasons of old age, illness, and the like. 
(It might even make a lower and much 
modified Townsend plan possible.) 


SHOULD EASE Up ON EARNED 
INCOMES 


Briefly summarized, the government 
should ease up on taxpayers who are 
brainy enough to earn substantial sal- 
aries, commissions, bonuses, partner- 
ship profits and all other forms of 
earned income; the government should 
reduce taxes on earned income and let 
the people spend their money for what 
they like and need, and not take their 
earned income away from them in such 
large proportions before the owner 
has even had a chance to put it to work 
for him or “hired it out,’ as Calvin 
Coolidge would have expressed it. 

A prominent Federal government 
official was recently quoted as having 
stated that the upper third from now 
on must take care of the lower third; 
also that from now on no more large 
fortunes will be permitted to be made 
in this country. The question naturally 
arises ‘What about existing large for- 
tunes?” Is it fair to the individual 
and his beneficiaries that the Federal 
and state governments now practically 
confiscate a large part of his fortune 
by establishing the value of the estate 
as of the date of his death, and then 
compel the heirs, in order to pay large 
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inheritance taxes, to dispose of large 
blocks of securities and other assets 
practically at forced sale, and possibly 
under very unfavorable market condi- 
tions ? Why wait until after the funeral 
to tax capital assets ? 

It seems logical to assume that even 
the owners of large fortunes should 
look with favor upon limited capital 
assessments while living, so that they 
themselves might readily determine the 
amount and arrange for payment of 
such tax in the most economical man- 
ner and in the best interests of the 
beneficiaries. 


Wuy Does Not CapiraL Do 
SOMETHING ABouT IT? 


Capital has not equitably shared 
wealth with those who produced it 
during generations gone by, and it is 
surprising even now that capital as 
well as management (usually domi- 
nated by capital) does not generally 
appear to realize the fact and do some- 
thing about it from now on. The roots 
of the present terrible conditions in 
European and Asiatic countries have 
grown during centuries past, due pri- 
marily to the limited number of ex- 
tremely rich and large landowners and 
the excessive number of abjectly poor, 
with the result that the pendulum has 
swung to the extreme left. A middle 
class such as this country is blessed 
with is sadly lacking in those war- 
torn countries. All of us should, there- 
fore, co-operate and do everything 
within our power toward constantly 
increasing the number of our middle 
class and reducing the number of 
under-privileged, lower third class to 
the lowest possible minimum. 

In the vernacular of the street, I am 
merely throwing the idea on the table 
with the hope that it may receive wide- 
spread and serious consideration. The 
methods of procedure toward creating 
necessary ways and means for a lim- 
ited capital assessment I leave to our 
legislative bodies, Federal government 
tax experts, Treasury Department, and 
so on. A constitutional amendment 
would, of course, be necessary, sim- 
ilar to the one adopted when the pres- 
ent Federal income tax law was enacted. 

A limited capital assessment some- 


what along the foregoing idea would 
materially reduce the ever-increasing 
burden of taxation on earned income. 


BANK CONTROLLERS TO MEET 
IN MAY 


The seventh Mid-Continent Regional 
Conference of the National Associ- 
ation of Bank Auditors and Control- 
lers will be conducted at Cleveland, 
May 15, 16, and 17. Several members 
of The Controllers Institute of America 
are members of the Association, includ- 
ing its president, Mr. Charles Z. 
Meyer, controller of the First National 
Bank of Chicago, and its vice-presi- 
dent, Mr. C. W. Borton, of Irving 
Trust Company, New York City. 





SEC STUDYING EMPLOYEES’ 
PENSION PLANS 


The Securities and Ex- 
change Commission is cur- | 
rently engaged in discussions | 
with various groups looking | 
toward amendment of the | 
Securities Act of 1933. One | 
of the suggestions under con- 
sideration by the Commission 
is that some attempt be made 
to avoid the necessity of 
meeting the full registration | 
requirements under the Se- 
curities Act of 1933 in con- 
nection with the offer and | 
sale of interests in various | 
employees’ pension or profit- 
sharing plans. 

The matter is one which 
has given the Commission 
some concern, particularly in 
view of the familiar abuses to — 
which such plans have upon 
occasion been subject; and 
the Commission is anxious to 
devise a procedure which, 
_ while relieving sound and 
honest plans from undue bur- 
den, will retain the safe- 
guards of the Act in those 
situations in which employees | 
might be in need of protec- 
tion. The Commission invites 
suggestions from interested 
parties with respect to the | 
type of amendment to be 
recommended to the Con- 
gress. | 




















The Stake of American Business : 
in World Affairs 


The European War, which threatens 
to engulf the entire world as it did 
in the last war, challenges the United 
States in its present dominant position 
to furnish the kind of world leadership 
that will assure mankind of a continu- 
ance of the material benefits for useful 
work, performed under the time-hon- 
ored free system of a democratic com- 
monwealth, and at the same time to 
assume the role of custodian of a civi- 
lization which had flourished in Eu- 
rope for two centuries prior to the 
World War of 1914, and which is now 
seriously threatened by the new con- 
flagration. This is a big and difficult 
assignment, yet as business men we are 
confronted with the solution of many 
practical problems which if given pur- 
pose and direction under this unique 
world challenge, in the sum total will 
net surprising results. 

To begin with, the American busi- 
ness man should conform his general 
attitude of mind to the world prob- 
lems that are at stake even though his 
own business may be limited to a rela- 
tively small sphere of influence. Ac- 
cordingly, he should divest himself of 
that economic philosophy which is 
comprised under the name of “eco- 
nomic nationalism.” I do not mean 
thereby that we should meddle in the 
affairs of Europe in its present plight, 
but we have large commercial interests 
throughout the world. Our economic 
stake as the world’s foremost creditor 
nation is a huge one and we can not 
and should not withdraw from the re- 
sponsibilities imposed by this world 
interest which we have, by allowing 
ourselves to languish under an Ameri- 
can provincialism which has mani- 
fested itself in recent years in many ob- 
noxious ways. To give you a brief idea 
what this stake is to which I just re- 
ferred, permit me to mention a few of 
the principal items. 

Our export and import trade with 
the rest of the world in 1937 totaled 
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$6,429,000,000. If we add to this 
figure the export and import trade of 
the other principal countries for that 
year, namely the United Kingdom, 
Germany, Canada, France, and Japan, 
the aggregate sum swells to $24,- 
869,000,000. 

In contrast to that figure, the total 
export and import trade of the Central 
and South American countries with 


each other and the rest of the world’ 


in the year 1937 amounted to only 
$3,041,000,000. The war debts still 
owing by foreign countries to the 
United States are well in excess of 


$11,000,000,000. Our direct invest-. 


ments abroad as of December 31, 
1938, have been estimated to aggre- 
gate in excess of $7,000,000,000, of 
which Canada alone claims $2,029,; 
000,000, Europe $1,352,000,000, South 


America $1,581,000,000, and the rest 


of the world $2,158,000,000. In order 
better to understand the problems that 
will confront us after peace has been 
established in Europe, let us examine 
the issues which most directly will af- 
fect our role of world leadership. 


TARIFF Poxticy Most IMPORTANT 
ISSUE 


Perhaps the most important issue 
is the United States tariff policy. We 
all remember that immediately after 
the World War the United States em- 
barked upon a high protective tariff 
policy. The Fordney-McCumber tariff 
act of 1922 was placed in effect at the 


very time when the world most ur- 
gently needed markets to establish the 
free flow of trade and to give the 
debtor nations the opportunity to re- 
habilitate, in some measure at least, 
their shattered finances. 

Normally, the tragic effects of this 
ill-advised piece of legislation would 
have brought their own corrective 
remedy. Unfortunately, we chose to 
pour additional billions of dollars into 
the European countries in the form of 
loans, thereby permitting these coun- 
tries to purchase our goods then so 
urgently needed for the general recon- 
struction. The resultant trade activity 
gave us the illusion that our amazing 
prosperity in the late twenties was in- 
deed due to our high protective tariff. 
So little did we understand our posi- 
tion that when the speculative bubble 
of 1929 broke we endeavored to coun- 
teract our vanishing high standard of 
living by superimposing on our already 
incredibly high tariff the Hawley- 
Smoot Tariff Act of 1930. 

This action at the time was passed 
over as a mere incident in this country. 
But in Europe it constituted news of 
the most sensational type, and volun- 
tary protest meetings were held, curi- 
ously enough not by the heads of the 
nations but by representative groups of 
people of all walks of life who saw in 
this legislative enactment a direct re- 
buff to their immediate business inter- 
ests. 

Retaliatory measures were immedi- 
ately taken by the countries affected al- 





trade, after the war. 





A comprehensive picture of foreign trade problems is pre- 
sented in this paper, which was delivered to the San Francisco 
Control of The Controllers Institute of America by Mr. E. Leuen- 
berger, assistant vice-president of Wells Fargo Bank & Union 
Trust Company on September 19, 1940. He believes the United 
States must assume world leadership in straightening out world 
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most without exception. As a result of 
the tariff walls, important exchange re- 
strictions in many countries had to be 
resorted to to safeguard their national 
economy and in some countries it cul- 
minated in the adoption of barter trade 
proceedings, an anachronism wholly 
unworthy of this streamlined age of 
modern trade and transportation. 

No doubt this era of “splendid iso- 
lation” among nations, as some choose 
to call it, has tended to contribute to 
the forces of war throughout the world 
and our responsibility is the dismantle- 
ing of this costly system of self-sufh- 
ciency is indeed a great one. 


LIKES RECIPROCAL TRADE 
AGREEMENTS 


The Reciprocal Trade Agreement 
Act sponsored by Secretary Hull, in my 
opinion, is one of the most constructive 
administration programs and destined 
perhaps to play a decisive part in the 
peace negotiations as and when they 
do occur. Although the trade agree- 
ments with some countries so far con- 
cluded do not as yet reflect the full ef- 
fect of the benefits derived therefrom, 
the departure from the former politi- 
cal philosophy of self-sufficiency and 
the will to sit in conference with other 
nations to solve mutual trade problems 
on a basis of reciprocity tends to groom 
this country for the vital role of world 
leadership in commerce and finance 
which, as a matter of fact, it should 
have assumed long ago. 

Inasmuch as our domestic industries 
have already well adjusted themselves 
to the high tariffs of the former period, 
it is obvious that the trade agreements 
program is meeting with a powerful 
and increasing opposition from both 
industrial and agricultural interests. In- 
deed it is not easy to prove that our 
standard of living will not be ma- 
terially affected through the importa- 
tion of competitive goods produced by 
cheaper labor than ours. The answer is 
that the tariff concessions under the 
Reciprocal Trade Agreements are cal- 
culated to be moderate only and can 
at no time exceed 50 per cent. of the 
former rate. Moreover, the efficiency 
factor in the mass production of goods 
under the highest possible wage sched- 
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ule and short hour program in this 
country is so overwhelming that we 
today encounter American automobiles 
and a multitude of other competitive 
American factory products in abundant 
use in foreign lands, and frequently 
in the very territories that produce 
similar products at far lower wages 
than those prevailing in this country, 
and in many cases even under the 
handicap of a substantial import tariff. 
Notwithstanding the many specious 
arguments heard at this time against 
the continuance of the trade agreements 
program, its effect has been most bene- 
ficial, and in fact offers the only solu- 
tion for the abolition of the vicious 
barter systems, exchange restrictions 
and quota practices which have done 
so much to undermine our foreign 
trade and commerce. 


CONCENTRATED POPULATIONS VITAL 
FACTOR 


Another factor that has vitally af- 
fected the dislocation of normal re- 
lations between foreign nations is the 
tremendous concentration of popula- 
tions in countries of limited areas and 
with only limited natural resources. In 
former years a normal outlet had been 
provided for this surplus population 
to the countries of more abundant nat- 
ural resources and smaller unit popula- 
tions. Due to the dislocation caused 
by the World War, however, rigid im- 
migration laws were put into effect in 
this country and in practically all the 
nations of the New Hemisphere, and 
this has prevented many thousands of 
our worthy brother men from overseas 
from seeking new abodes in the vast 
domains of the New World. 

Take, for instance, England, France, 
Germany, including the territories of 
Austria and Czechoslovakia, Italy, Hol- 
land, Belgium and Switzerland, with 
their teeming population of some 247,- 
000,000 souls, and transplant the entire 
area of all those countries into Mexico; 
one will find that the latter could swal- 
low up all these countries in its ex- 
tended area and still have some space 
left, and yet the latter’s population is 
only 16,000,000, while its natural re- 
sources are almost unlimited. 

Similarly, if we compare the aggre- 


gate area of the European countries 
just referred to with the vast expanse 
of South America, we find that we 
have in that continent an area nine 
times the size of the aggregate area of 
these countries, with a population but 
slightly more than two-fifths of that 
of the nations enumerated. Recent sta- 
tistics show that under the present im- 
migration quota of 150,000 persons 
per annum now in force in this coun- 
try, not more than from 50,000 to 60,- 
000 emigrate every year to our shores, 
whereas in the years immediately pre- 
ceding the World War of 1914, the 
yearly emigration totaled from 1,000,- 
000 to 1,200,000 persons. 


WOULD LIBERALIZE IMMIGRATION 


Now, this does not mean that we 
should let the bars down altogether, 
but this country still could use many 
millions of useful citizens for the de- 
velopment of the country, and their 
potential consumptive power would 
solve many problems of present day 
surplus production in many industries, 
and agriculture. If a similar liberal- 
ization of the immigration laws were 
adopted in the Latin-American coun- 
tries development of their territories 
both agriculturally and _ industrially 
would soon proceed on a scale hereto- 
fore unknown. Looking at the trade 
figures, for instance, the commerce of 
this country with Canada is greater 
than our trade with all the Central and 
South American countries put together, 
and our trade with the United King- 
dom was only about 71, per cent. un- 
der our entire trade with Central and 
South America. It is clear from these 
comparisons that under the existing 
conditions our attention should be fo- 
cused on Latin-America as a field for 
almost unlimited trade possibilities in 
the future. 

As a matter of fact, our administra- 
tion has already turned its attention 
with increasing interest to our brother 
nations in the South. The visit of 
President Roosevelt to Brazil and 
Argentina in 1937 sounded the key- 
note of this new policy, and the re- 
cent Lima Convention attended by Sec- 
retary Hull in person created a most 
auspicious atmosphere for the new 








Washington program, but it was soon 
realized that the task would be a great 
one and the obstacles many. 

In the boom years of the late twen- 
ties, when a new era was heralded by 
many self-appointed prophets of fi- 
nance, Latin-American countries were 
literally flooded with credits and loans 
from numerous commercial and finan- 
cial institutions of this country, fol- 
lowed by a veritable boom in our for- 
eign export trade to those countries. 
Little was it realized that the method 
then employed would result only in a 
short-lived trade activity and would 
prove a boomerang in the end, since 
we were not willing in turn to buy the 
goods of those countries wherewith to 
eventually pay back the loans we made 
to them. 

We know now that the development 
of foreign trade to be successful must 
be based on reciprocity in the flow of 
goods from one country to another. 
In order to sell to a foreign country, 
we must also buy from it. This seems 
self-evident and simple, but when we 
deal with the Latin-American countries 
we find that many of the essential agri- 
cultural products they sell are also pro- 
duced by us. Since the cost of their 
labor is much cheaper than ours we 
have been called upon to protect our 
own markets through a comparatively 
high tariff barriers. This has in turn 
produced a serious trade obstacle and 
frequently the foreign countries have 
been obliged to retaliate with similar 
actions which often culminated in rigid 
exchange controls and rationing of im- 
ports by foreign countries to protect as 
far as possible their own economy. 


SCIENTIFIC APPROACH TO PROBLEM 


These problems which appeared al- 
most unsurmountable at the inception 
are now being attacked with an ap- 
propriate scientific approach. The most 
important program launched by the 
Administration of a truly constructive 
character, as I already indicated, was 
the Reciprocal Trade Agreement policy 
which is still being pursued with un- 
abated vigor in Central and South 
America. True, the most recent re- 
ports have indicated the negotiations 
for trade agreements with Argentina 
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and Uruguay, respectively, had to be 
temporarily suspended, but it is hoped 
that a mutual basis for the resumption 
of negotiations will be found in the 
near future. Trade agreements with 
some of the other countries are in the 
process of consummation. 

These activities are being coordi- 
nated and supplemented by a far-reach- 
ing research program instituted by the 
United States Department of Agricul- 
ture. An intensive study is now be- 
ing made by the State Department of 
all tropical products that could be pro- 
duced in many of the Latin-American 
countries, which are not produced here 
and which in the course of time would 
tend to make the economy of the West- 
ern Hemisphere independent of the 
rest of the world. 


U. S. GivinG FINANCIAL ASSISTANCE 


The principal article in this line is 
rubber. Other products are hardwoods 
of the tropical Americas; the cube 
plant furnishing rotenone, one of the 
most powerful insecticides; the cin- 
chona plant, the source of quinine, and 
many others. Dr. E. N. Bressman, rep- 
resenting the Department of Agricul- 
ture, has visited many government of- 
ficials and agricultural experts in the 
Latin-American countries for the pur- 
pose of introducing the methodical cul- 
tivation of these non-competitive prod- 
ucts. Everywhere he has encountered 
a keen desire on the part of the foreign 
officials to cooperate to the fuliest ex- 
tent possible. Another promising field 
is comprised in the many important 
strategic materials, among them tin, 
antimony, tungston, platinum, manga- 
nese, petroleum, copper, and the like. 

The financial agencies of the United 
States Government have been equally 
active in their program to assist in the 
development of the Latin-American 
countries both for agricultural and in- 
dustrial purposes. The Export-Import 
Bank of Washington has taken the 
lead in many important long-term fi- 
nancial projects in Latin-American 
countries. Recent large Brazilian pur- 
chases in this country consisting of 
ships, locomotives and railroad equip- 
ment valued at $11,500,000 have been 
financed through the Export-Import 
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Bank, which has agreed to discount the 
notes received by the United States 
companies as payment for the pur- 
chases made. 

Chile has been promised a credit of 
$5,000,000 to assist in the stabilization 
of its exchange, rendered precarious 
through the abrupt elimination of the 
Chilean export trade with Germany. 
Haiti, Paraguay and Nicaragua have 
been aided by the Export-Import Bank 
in the construction of state highways, 
through special discount facilities of 
notes given in payment. 

A recent compilation shows that the 
total commitments in the various Latin- 
American countries of the Export-Im- 
port Bank during the period of its ac- 
tivity in the last few years have reached 
the stately total of some $97,000,000, 
of which total cancellations were $26,- 
500,000. At present there is under 
consideration by the United States 
Government an appropriation of $500,- 
000,000 to assist in our trade de- 
velopment with Latin-America. Details 
of how these funds are to be ap- 
propriated are not yet available. 

Another financial scheme recently 
ventilated is the organization of an all- 
American bank. The plan is that the 
capital would be furnished by the vari- 
ous American countries on the basis 
of their population, and as the United 
States has about one-half of the popu- 
lation of the Americas it will be called 
upon to put up one-half of the capital 
suggested, of $100,000,000. This in- 
stitution is apparently designed prima- 
rily to finance the industrialization of 
Latin-American countries. If we add 
to this the possibility of a substantial 
immigration from Europe to those 
countries after the war is over, pro- 
vided the immigration laws of the na- 
tions of the Western Hemisphere are 
relaxed, enormous trade possibilities 
with those countries may be readily ap- 
preciated. 


MATERIAL Vs. CONTEMPLATIVE 
VIEWPOINTS 


In conclusion a word may also be 
said about the cultural side of our re- 
lations with other countries, especially 
Europe and Latin-America. The his- 
tory of the United States, with its wars 
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for liberty and democracy, has been 
one of outstanding success and the 
great industrial development which fol- 
lowed this early history is unparalleled 
in the world. There can be little won- 
der that the average citizen of the 
United States looks upon his country as 
the model after which all the other 
countries should be constituted. His 
relations with other nationals savor of 
a certain paternal condescension and 
if there is any disagreement at all his 
assumption usually is that he is right 
and the foreigner is wrong. The tradi- 
tions that the early settler brought from 
the ancient European civilizations were 
gradually lost in the mixture of the 
races and eventually were supplanted 
by a distinctly American characteristic 
which has been developed upon the 
background of an intense materialism. 

The Latin-American type in contrast 
to his North American neighbor has 
remained under the genuine influence 
of the ancient Spanish civilization, with 
its glorious culture and refinement. The 
original settlers in their historic pil- 
gtimage to the nations of Latin- 
America struck immense riches, which 
tended to bring about a golden era for 
Spain, but the reflection of wealth and 
affluence upon the early settlers im- 
planted a desire in them to seek a 
highly individualistic conception of 
life, which eventually culminated in 
the refinements of the intense cultural 
exploits of the lofty domains of art 
and science. Their viewpoint of life 
is therefore primarily contemplative 
and they have shared with a genuine 
felicity the exalted time-honored civil- 
ization of Europe, without the urge for 
continued material development of 
their countries, although the latter are 
comparatively new and capable of al- 
most unlimited industrial and agricul- 
tural expansion. 

What can be done to maintain and 
still further develop this better under- 
standing of the nations of this great 
continent and the rest of the world? 


CouLp BETTER EDUCATIONAL 
SYSTEM 


To answer this question we must ex- 
amine the cultural background that the 
American youth receives in the schools 
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of his country today. Our educational 
system has been designed to furnish 
him with the necessary equipment for 
the profession or trade he has chosen 
to follow, on a highly specialized basis, 
and perhaps with two little regard for 
that kind of culture designed to form 
a part of the man himself. The latter 
has been the educational program of 
the leading nations of Europe ever 
since the beginning of the Nineteenth 
Century, and the influence thereof dur- 
ing the colonization periods and the 
enormous trade expansion of the rest 
of the world has been a dominant fac- 
tor. It is true that with the increasing 
importance of the American universi- 
ties, the university extension educa- 
tional activities, the night schools for 
adults, and the important educational 
programs over the radio, tremendous 
progress has been made in the right di- 
rection. The inherent weakness, if I 
may offer a criticism, in my opinion lies 
in the relative deficiency of the Ameri- 
can high school in which too much 
stress is laid on specialized work and 
personal initiative of the pupil, with 
too little regard for a systematic gen- 
eral educational program in all the sub- 
ject of basic cultural values, such as 
languages, history and art. If the 
American businessman is to become the 
standardbearer of a distinctly Ameri- 
can civilization, he must devote a 
goodly part of his time to the proper 
understanding of these spiritual stores 
of wealth. 

For those of us who did not have 
the privilege of enjoying the advan- 
tages of a systematic school and col- 
lege education, it is not too late to 
acquire now what could not be accom- 
plished then. This we can achieve by 
applying ourselves with greater interest 
to the works of art and literature which 
the ancient Latin and modern Euro- 
pean civilizations have created and ac- 
cumulated in the course of centuries. 


PROBLEMS RECENTLY 
POSED FOR DISCUSSION 


Some questions recently posed for 
discussion by members of a Control—a 
division of The Controllers Institute of 
America—read as follows: 

Plan as we will we still seem to have 


a good deal of overtime in the office 
with its attendant time and one-half 
rate. This is particularly true during 
the first week or ten days of each 
month which is when we are closing 
out for the preceding month, and then 
perhaps for a day or two catching up 
on current work because of the preced- 
ing work on close-outs. How can this 
be reduced ? 

With present requirements under 
various laws and regulations for keep- 
ing records, in many cases up to four 
years, the matter of files and storage 
for old records is quite a problem for 
us. It is particularly true since we use 
tabulating equipment cards as time 
cards and as there are a large number 
of these cards during a year. Has any- 
one used the photograph idea for keep- 
ing a record in a small space of this 
type of information and, if so, is this 
photographic record legal and accepted 
by such agencies as the Treasury De- 
partment, the Wages and Hours Di- 
vision, and the like? 

How do members keep the various 
departments in the office from accumu- 
lating their own private files? In our 
office the Sales Department is particu- 
larly susceptible to the accumulation 
of its own private files, with the result 
that its section of the office is cluttered 
up with cabinets, drawers and desks 
piled high with all sorts of miscellane- 
ous space-consuming publications, and 
the like. 

What is the simplest way to compute 
the overtime due office employees who 
are paid on a semi-monthly basis and 
keep such payments in accord with the 
Wage-Hour law, especially due to 
“split weeks” and time off ? 


SIXTH ANNUAL REPORT OF 
SEC AVAILABLE 


The sixth annual report of the Secur- 
ities and Exchange Commission cover- 
ing the fiscal year ended June 30, 1940 
has been transmitted to Congress. 
Copies may be obtained from the Su- 
perintendent of Documents, United 
States Government Printing Office, 
Washington, D. C., for thirty-five cents 
each. 
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Accounting for Sales of By-Products 
Discussed in Lively Fashion 


Accounting for sales of by-products 
formed the basis of an inquiry made 
recently to The Controllers Institute 
of America, which was referred to its 
Committee on Technical Information 
and Research, of which Mr. Roy S. 
Holden, of Chicago, is chairman. Mr. 
Holden is controller of Public Service 
Company of Northern Illinois. 

Copies of the inquiry were sent to 
members of the Committee, and to 
several other members of The Institute 
who are not members of the Commit- 
tee. Much useful information was 
elicited. In transmitting this informa- 
tion to the inquirer Mr. Holden wrote: 

You asked for information regard- 
ing the accounting for by-products, 
your problems in connection with 
which you describe as follows: 


"We have been confronted with 
numerous problems regarding the 
proper method of handling, for ac- 
counting purposes, the sale of by- 
products resulting from the manu- 
facture of ready-to-eat cereals. 

“Our practice in the past has been 
to credit the sale of such by-prod- 
ucts against the cost of raw materials 
used in the manufacture of the fin- 
ished products, valuing inventories 
of by-products at the end of each 
month for this purpose at estimated 
market prices for the by-products. 

“Our management however raises 
the question as to whether the sale 
of such by-products, inasmuch as the 
total amount thereof aggregates a 
substantial sum each year, should 
not be credited to sales and the cost 
of the original raw material be allo- 
cated between cost of ready-to-eat 
cereals, and cost of such by-products. 
If this method were followed there 
would be a serious problem as to 
how best to allocate the cost of such 
raw materials, which would have to 
be arbitrary, inasmuch as no exact 
basis of allocation would be pos- 


sible.” 


The relatively large number of let- 
ters which have been furnished by 
members of the Committee have been 
written with the understanding that 
your question is general rather than 
specific. From the report which fol- 
lows and from the quotations taken 
from a number of these letters, it is 
hoped that you will find information 
and fact which will assist in leading 
you to whatever further investigation 
you choose to make in the solution of 
your problems—or perhaps to the solu- 
tion itself. 


No UNIFORMITY OF PRACTICE 


One thing is certain: no common 
method applicable to all industries 
which have by-products is in use. It 
appears reasonably certain that with 
the exception perhaps of the packing 
industry, no common method applying 
to all the companies in a given indus- 
try is in use. The chief caution which 
one learns from studying the letters 
received is that after careful considera- 
tion of all the facts involved, one 
should be guided by one’s own needs 
and should select the accounting 
method designed to serve best the pe- 
culiarities of one’s own business. 

A certain large company at one time 
retained a firm of public accountants 
to investigate the problem of by-prod- 
uct accounting, and as a result a cost 
system for the purpose of allocating 
costs to by-products was used for two 
years. At the end of that time the com- 
pany decided that no useful purpose 
had been served. The cost system 
showed that certain by-products were 





Members of the Committee on 
Technical Information and Re- 
search, of The Controllers Institute 
of America, responded promptly 
and at some length to the question 
concerning methods of accounting 


for sales of by-products. 
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being sold at less than cost. They were 
sold on a competitive basis, however, 
and the sales price thereof could not 
be increased. The cost system showed 
that another by-product was sold at a 
profit, but no increase in the manufac- 
ture of that by-product could be made 
without a corresponding increase in 
the two products which were sold at a 
loss. As a matter of fact, the sales of 
all three by-products, w:.en consid- 
ered in connection with the main prod- 
uct, contributed to the company’s net 
income. The letter describing that 
company’s experience is worth quoting 
at some length: 


ONE COMPANY'S EXPERIENCE 
f . its Board of Directors raised 
the same question about the treatment 
of by-products as the management of 
the inquiring company has put to its 
treasurer. As a result of the Board’s in- 
terest in this matter, we retained a firm 
of public accountants to investigate the 
problem and they set up a cost system 
that was operated on a memo basis for 
two years before everybody was satis- 
fied that it accomplished no useful 
purpose. 

“This cost system provided for de- 
termining the cost of sales on residue 
products. The problem related to dis- 
tribution of processing costs (i.e., all 
costs other than raw material costs) 
was fairly simple, the only thing arbi- 
trary about it being the distribution 
of factory overhead between primary 
products and residue products. The dis- 
tribution of raw material costs assumed 
that, although the products obtained 
by separating the various ingredients 
of corn sold at materially different 
prices, the purchase price of a unit of 
each ingredient was the same as that 
of any other ingredient. Assuming that 
corn cost per bushel was 4414¢, dis- 
tribution as described above is illus- 
trated on page 102: 


(Please turn to page 102) 
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Merit Rating Saves Much 

in Taxes for Employers 
Employers in Wisconsin are thoroughly 
sold on the advantages and savings possi- 
ble under the Unemployment Insurance 
Merit Rating System. A recent letter to 
“The Controller” cites the case of one 
company which, after having accumulated 
a reserve of more than $200,000 under the 
Unemployment Insurance Law, is now on 
a zero contribution basis. This means a 
saving to the company for 1941 of ap- 
proximately $60,000, with full, generous 
unemployment benefits guaranteed to all 
the employees of that company. This case, 
it is stated, is repeated hundreds of times 
in Wisconsin. It is cited as proof of the 
general social advantages and employer 

economy under the Merit Rating System. 


Application of Hypothecation 
Rule Deferred 

The Securities and Exchange Commis- 
sion recently postponed to February 24, 
1941 the effectiveness of Rules X-8C-1 
and X-15C2-1, under the Securities Ex- 
change Act of 1934, regulating the hy- 
pothecation by members, brokers and deal- 
ers of securities carried for the account 
of their customers. These rules were 
adopted and published on November 15, 





| COPIES OF ANNUAL 
| REPORTS WELCOMED 


Controllers of many com- 
panies make a practice of 
sending to The Controllers 
Institute of America, copies 
of the annual reports of their 
companies, if that does not 
conflict with company policy. 
The Institute is glad to have 
| copies of reports for purposes 

of study and research. 














CONTROLLERS INSTITUTE 
“ON ITS TOES” 


“The Controllers Institute of 
America is really ‘on its toes.’ 
| They certainly hit the high spots 
| which are the nemesis of all tax 
men today. Thanks for sending 
this pamphlet to me.” 

The above is a quotation 
from a letter written by a 
public accounting firm to a 
member of The Controllers In- 
stitute of America, who had 
forwarded to his public ac- 
countants his copy of the 
pamphlet ‘’Suggested Retro- 
active Amendments to the 
Excess Profits Tax Act of 
1940,’ which is a_ report 
made by The Institute’s Com- 
mittee on Cooperation With 
the Treasury Department. 
| The report has elicited many 

commendatory comments and | 
has been widely distributed. | 
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1940 and were to have become effective 
on February 17, 1941. 

The Commission’s postponement of the 
effective date of the rules was given at 
the request of the Association of Stock 
Exchange Firms. The Association con- 
tended that the original effective date of 
February 17 would not allow sufficient 
time for its members “adequately to make 
proper provisions for the operation of ac- 
counts” under the rules. 


Retired Workers Returning to Work, 
Says Federal Security Agency 

The Federal Security Agency believes 
that about 2,500 retired workers are re- 
turning to work each month because of 
the national defense program and are re- 
questing, as required by law, that their 
old-age and survivors insurance monthly 
benefit checks be suspended during such 
employment. 


SEC Party to 158 Proceedings 
Under Bankruptcy Act 

Under date of February 6, 1941, the 
Securities and Exchange Commission an- 
nounced that it has become a party to 14 
additional proceedings under Chapter X 
of the Bankruptcy Act, as amended. These 
14 proceedings involve the reorganization 
of 17 corporations (14 principal debtor 
corporations and 3 subsidiary debtors). 
With the inclusion of these cases, the 
Commission has now become a party in 
158 proceedings under the statute, in- 
volving the reorganization of 197 cor- 
porations (158 principal debtor corpora- 
tions and 39 subsidiary debtors). Of the 
total of 158 proceedings, the Commission 
became a party upon the request of the 
judge in 83 cases, while in 75 cases the 
Commission became a party upon the ap- 
proval by the judge of its motion to file 
a notice of appearance. 


Two New Publications of 
American Management Association 

Two publications have been released 
by the American Management Associa- 
tion, New York City. Pamphlet Num- 
ber 35 is entitled “Answers to Questions 
on Company Insurance Coverages,” price 
75 cents. Pamphlet Number 36 is en- 
titled “Problems of the Insurance Buyer,” 
price $1.25. They have been prepared by 
executives from practical experience and 
represent distinct advances in this phase 
of management. 


Registration Facilities Set Up in 
Two Regional Offices 
Complete facilities for the registration 
of securities and the qualification of in- 
dentures are being set up by the Securi- 
ties and Exchange Commission in the San 
Francisco and Cleveland regional offices. 


Capitalization of Overhead 
Discussed by Munnich 

Mr. William F. R. Munnich, of the 
Philadelphia Electric Company, a mem- 
ber of The Controllers Institute of Amer- 
ica, has an article in ‘The UGI Circle,” 
for January, on “Problems Relating to 
the Capitalization of Overheads.” He 
quotes the provisions of the Uniform 
Systems of Accounts for gas and electric 
utilities recommended by the National 
Association of Railroad and Utilities 
Commissioners, and adopted with slight 
modification by the Federal Power Com- 
mission and many of the local Commis- 
sions. Mr. Munnich then analyzed this 
provision of the uniform system, in de- 
tail, pointing out some of the debatable 
matters concerning which there is great 
difference of opinion. 


Registrations of Issues With SEC 
Increased in 1940 

Total registrations under the Securities 
Act of 1933 increased to $2,124,429,000 
in 1940 from $1,815,046,000 in 1939, ac-. 
cording to an analysis prepared by the 
Research and Statistics Section of the 
Trading and Exchange Division. This was 
the first time since 1936 that registra- 
tions have gained over the preceding year. 

After the exclusion of issues not in- 
tended for sale, the amount of securities 
proposed for sale by issues likewise in- 
creased to $1,686,985,000 in 1940 from 
$1,499,951,000 in 1939. The number of 
issues, however, declined to 470 in 1940 
from 482 in 1939, while the number of 
registration statements rose slightly to 
329 from 323. 


“ 
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SEC Defers Application ol aie a This Controller Signs His Company's 
Rule Concerning Dividends COPIES OF MAY AND JUNE, 1940 Annual Statement 
ed The Securities and Exchange Commis- “CONTROLLER” WANTED At the bottom of the annual report of 
ia- sion announced on November 29 adoption Marshall Field and Company, for the year 
n- of a rule under the Investment Company Any reader who has a copy of ended December 31, 1940, which recently 
ns - i a —— — | Tur CONTROLLER of May, 1940, made its appearance, appears first the 
ce the close Of business on Vecember 51, Bn shi signature of the company president, Mr. 
n- 1940, certain dividend payments and dis- on jane, 1940, f rid which be has Frederick D. Chie Bessa that there 
i. tributions in the nature of dividend pay- _ no further use is invited to send it appears: 
by ments from the provisions of Section 19 to the publication office, One East 
nd of the Act. Forty-second Street, New York “To the Shareholders of 
se Section 19 makes it unlawful for any | City. The regular rate of 50 cents aewtinay Field & Company: 
registered investment company to pay : ; The financial statements contained in 
any dividend, or to make any distribution | will be paid for each copy. this report are correct, to my best knowl- 
in the nature of a dividend payment, = ee edge and belief. 
wholly or partly from any source other K. E. Armstrong 
on than (1) such company’s accumulated CounsesTiltides Mantis Comptroller’” 
n- undistributed net income, determined in Emol Eatesiaa Servi eee eal 
ri- accordance with good accounting practice MELONS TataeNG Saenee This is an example of the bi bn 
an and not including profits or losses rea- The Research Committee of the Na- company handles the matter of giving 
25, lized from the sale of securities or other tional Office Management Association has we stockholders that ager 4 
properties, or (2) such company’s net published a bulletin entitled “Company troller assumes responsibility for the fi- 
income so determined for the current or Policies Regarding Special Benefits to nancial statements presented to them. 
preceding fiscal year, unless such pay- Employees Entering Military Service.” 
he ment is accompanied by a written state. | The report of the committee is summar- = " 
ay ment adequately disclosing the source or ized in this bulletin by the committee THIRD PACIFIC COAST 
wg sources of such payment. The Commis- chairman, Mr. E. H. Connarroe, of the | 
” sion is empowered under Section 19 to Metropolitan Life Insurance Company. CONFERENCE IN MAY 
Ha prescribe the form of such written state- pice — a a Plans are being made by | 
ment. y j . 
“i The staff of the Commission has been was secured on the practices of 63 com- hic eo — pot | 
i studying the numerous technical prob- panies. It is an interesting document. nese a ; h the S - F | 
at lems which must be disposed of in any | associate with the san Fran- | 
va rule prescribing a form of written state- Controllers Discuss Excess _ cisco Control and the Los 
£ ment under Section 19. Before promul- Profits Tax | Angeles Control, for the 194] | 
ie gating definitive rules on this subject, At a meeting of the Cleveland Con- | Pacific Coast Conference of | 
wa however, the Commission wishes to con- trol, held February 11, 1941, Mr. E. G. Controllers. 
“a sult with representatives of the com- Rarey, former agent-in-charge of the The Conference this year 
le- panies affected and of the accounting pro- Cleveland income tax office, and now a tax | will be held in San Francisco, 
le fession to obtain their suggestions and attorney, speaking to the members of The | which inaugurated the series | 
at comments. Control, advised against consolidated re- of Coast Conferences with a | 
Income Taxes Rise Faster turns, principally because there are no | most successful affair in 1939 | 
than Net Income regulations out (February 11), and “the | under the direction of the San | 
“While the defense program is contrib- taxpayer must sign a statement of his | ‘ 
: . t : pe : Francisco Control. 
uting heavily to the increase in produc- willingness to comply with them when | In 1940 the controllers of | 
es tion, it is also responsible for a rising tax they are issued.” anti atil oh call seectatanl 
00 burden which, in turn, is absorbing sub- In answer to some of the questions, Mr. oth cities, and of adjoining | 
IC, stantial amounts of the gains in corporate Rarey expressed the following opinions: localties, met in Los Angeles 
he income. Since the top bracket of the cor- That declarations under the old excess under the sponsorship of the | 
he poration income-tax rates has been in- profits law would not stand. Los Angeles Control. 
as creased to 24 per cent. from 18 per cent. That Government has the right to go The coming Pacific Coast 
a- in 1939, tax reserves, before allowances back to cost to establish valuation, re- | Conference will be the third | 
ir. for any excess-profits taxes, have increased gardless of how far back it is. | in the series. The San Fran- | 
n- at a much faster rate than earnings. In a If stock dividends do not change the cisco Control has two dates | 
es recent survey which included 116 com- percentage of holdings of common stock- under consideration, May 17 
n- panies, the net income for the first nine holders, they can be included in valuation. and May 24. The wishes of 
m months of this year rose 48 per cent., but That the normal tax for this year would | ie coun of het Con | 
of income taxes (before excess-profits taxes) be 30 per cent. at least. ; 
40 increased 131 per cent.” That personal extension for filing re- trols are being consulted be- | 
of This paragraph appeared in a notice of turns could probably be had, but tenta- _ fore deciding definitely on 
to a meeting of controllers which was re- tive returns would have to be filed any- | date. 
ceived recently by “The Controller.” way, with one-fourth of the tax paid. eae, pe A | 
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Accounting for Sales 
(Continuea ,._m page 99) 


Residue Products 
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a) Rough Yield Figures. 

“The application of this cost system 
produced a result which from a theoret- 
ical point of view indicated that we 
should discontinue the sale of residue 
products A and B and increase the sale 
of residue product C to the greatest 
possible extent. In other words, the 
cost of products A and B was far above 
the price at which they could be sold 
and the margin on product C was much 
more attractive than margins on pri- 
mary products when this cost system 
was applied. 

“From a practicable point of view 
the management could not discard 
products A and B as long as their sales 
price was above the cost to process the 
raw material into the finished products, 
nor could it increase the volume of 
corn processed in order to produce a 
larger volume of product C, because 
for every pound of that product pro- 
duced, there would be approximately 
thirty pounds of the other products 
produced, which would either have to 
be stored or sold at levels that would 
offset the increase in profit due to in- 
creased sales of product C. 

“After running this cost system on 
a memo basis for two years the man- 
agement concluded that as a practical 
matter it must calculate its cost on ap- 
proximately the same basis as its com- 
petitors and, therefore, discarded the 
methods described above. 


OVERCOMING ONE OBJECTION 


“One of the objections to crediting 
the proceeds of the sales of residues 
against raw material costs is that state- 
ments will not include the full value 
of all sales made. We have overcome 
this objection by setting up our profit 
and loss statement in two sets of col- 
umns, one to reflect the results obtained 
from the sale of primary products and 
the other to reflect the results from the 
sale of residue products. Inasmuch as 
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the columns related to results from 
primary products reflect the net pro- 
ceeds from sale of residue products, the 
residue columns indicate a break-even 
result. The total column, however, 
states the value of all sales, including 
residue sales and indicates total costs 
and selling expenses as if the entry 
crediting proceeds from residue sales 
to raw material costs had been reversed. 

“One other thing that we have done 
in this connection has been to exclude 
from current costs the effect of fluctua- 
tions in residue market prices as they 
relate to inventories at the beginning 
of the month. We credit the produc- 
tion of residues against raw material 
costs on the basis of average selling 
price. If market prices have gone up, 
all inventories must be stated at higher 
values. We record the increase in value 
by credit to an inventory reserve ac- 
count. When market prices decrease 
the reserve is debited with the adjust- 
ment to an extent that the reserve can 
stand such a charge, and any balances 
are charged into a sub-account under 
Cost of Goods Sold as an inventory 
adjustment. In other words, the in- 
ventory adjustments do not clear into 
the current month’s manufacturing 
cost.” 


SHOULD CLASSIFY AS SALES 


One of our members who is very 
familiar with the kind of problem men- 
tioned in your letter sees no reason 
why the proceeds from by-products 
should not be classified as sales, nor 
any reason why a segregation of prime 
costs between products and by-prod- 
ucts should be made. His reasoning 
will be found in the following quo- 
tations from his letter: 

“Your inquiry about the classifica- 
tion of proceeds from the sale of by- 
products resulting from the manufac- 
ture of ready-to-eat cereals is of con- 





siderable interest to me because my 
company has been dealing with this 
problem for many years. 

“I note that the practice of your 
company in the past has been to credit 
the sale of by-products to the cost of 
raw materials utilized for the manu- 
facture of products, but that the new 
management has suggested that the 
proceeds of by-products should be 
treated as sales revenue. I agree that 
whenever by-product becomes of such 
importance that it can no longer be 
treated as ‘scrap’ the proceeds then 
should be treated as sales and not off- 
set against cost of sales.’’ 


“Less ANTICIPATED REALIZATION” 


‘No reason is given for considering 
allocating the cost of raw materials 
to product sales and to by-product 
sales, and we can not think of any 
good reason for attempting to do so. 
If this allocation is not required under 
their present procedure, I do not see 
that changing the classification of by- 
product sales from cost of sales to sales 
would require this information in the 
future. There are many companies that 
determine the cost of their product by 
taking into consideration their raw ma- 
terial and other costs, less the an- 
ticipated realization from by-products. 
That does not prevent them from clas- 
sifying the sales of by-products as sales 
revenue. In preparing profit and loss 
statements the sales of products and 
the sales of by-products are grouped to- 
gether and shown as ‘sales,’ and no seg- 
regation of the cost of sales is shown 
between product and by-product. 

“Perhaps your company really has 
in mind the separation of costs between 
two products (as distinguished from a 
product and a by-product), one of 
which may utilize by-products in its 
manufacture. This is not an uncom- 
mon problem and many companies re- 
cord on their books a ‘transfer’ of the 
value of the by-product, generally at 
realization prices, crediting by-product 
sales of the first product and charging 
cost of sales of the second product. In 
preparing statements of sales and cost 
of sales, the effect of these transfers is 
generally nullified by reversing in to- 
tal the sum of such transfers.” 














FoLLOw ORTHODOX METHOD 


The controller of one company 
which has had much experience with 
this problem has a rather definite feel- 
ing as to how it should be handled and 
gives much information in the follow- 
ing brief paragraphs: 

“The problem you have presented is 
one with which we are continually con- 
fronted in the manufacture of flour and 
ready to eat cereals, and we handle it 
in the purely orthodox method pre- 
scribed for by-products accounting and 
costing. 

“As far as cost accounting is con- 
cerned, the realizable value of the by- 
products less selling expense should be 
a credit to the principal product. Such 
by-product value can well be used for 
inventory purposes, also. 

“As for recording upon the books, 
the proceeds of the sales of by-prod- 
ucts should be credited to a sales ac- 
count with no adjustment or allocation 
of values to raw material costs. After 
all the sales price of both by-products 
and of the principal product repre- 
sents the value realizable in converting 
specific materials into a specific prin- 
cipal product.” 

Perhaps terminology may have an 
important bearing on the subject. In a 
given case “product” and “by-product” 
may really be “major” and “minor” 
products. A letter in which the prod- 
ucts are so termed and which is well 
worth reading follows: 


TERMINOLOGY Has IMPORTANT 
BEARING 


“Accounting for by-products has al- 
ways been a vexing problem in any 
industry which produces what may be 
termed ‘major’ and ‘minor’ products. 
We have always felt, in manufactur- 
ing our cereals, that cereal itself is the 
major product to be considered and 
that any by-product obtained during 
the manufacturing process should be 
credited to the major product at what 
we might term ‘salvage value.’ For this 
reason we charge by-products inventory 
account with the by-products produced 
during the month at average market, 
and I might mention that this average 
market is a conservative average mar- 
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ket as we always try to price the by- 
products a little lower than the average 
market during the month. The credit 
for these by-products produced goes to 
raw materials used during the month. 

“We would not attempt to adopt 
the suggested method mentioned in 
the inquirer’s letter as we do not be- 
lieve that the value of the by-product 
has anything to do with the original 
cost of the raw materials. We feel 
that it would be rather dangerous to 
adopt this procedure as it might result 
in a lower cost showing up on the ma- 
jor product with a consequent tempta- 
tion to reduce selling prices, and we 
would rather keep our costs on the ma- 
jor product clean, and all fluctuations 
appear in the profit and loss on by- 
products.” 

With respect further to terminology, 
one member of the Committee shows 
clearly why his company uses the word 
“co-product”” as well as “by-product.” 
The reasons given for the cost methods 
employed in his company, as quoted 
below, are quite convincing. 

“For our own purposes we have 
classified as by-products only those sold 
without further processing, and in the 
case of those without a market, de- 
stroyed. These by-products are car- 
ried on our inventory at a value ob- 
tained by deducting from the market 
price, the usual gross profit percentage 
of the main product from which the 
by-product arose. This arbitrary cost is 
credited to the cost of manufacture of 
the main product. The sale of the by- 
product is then credited to sales the 
same as any other item. 


SOME TERMED ‘‘Co-PRODUCTS”’ 


“Other products which for our own 
purposes we call co-products are those 
which have no sale in the form pro- 
duced. We then determine whether a 
profit can be obtained by further proc- 
essing into a finished saleable chemical. 
If not, the item is destroyed. If the 
finished item can be sold at a profit, 
we carry the article in the inventory 
at only the direct power and labor cost 
plus the cost of any added materials, if 
any, necessary to finish. No indirect 
expenses are added, as these have al- 
ready been absorbed by the main prod- 
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uct. The sale is then credited to sales 
in the usual way.” 

Further with respect to terminology, 
one member points out that it is neces- 
sary to be certain which is the principal 
product and which the by-product, 
and infers that what is the by-product 
today may sometime in the future be- 
come the principal product. He says 
that: 

“Where three or four products are 
derived from the processing of one 
raw material and no one of them is 
clearly the ‘principal’ product I should 
think it might be necessary to make 
some allocation to the cost of raw ma- 
terial.” 


May PRODUCE DISTORTED RESULTS 


From one of our members comes the 
caution that since any allocation of raw 
material costs among products and by- 
products must be on an arbitrary basis, 
distorted results may be produced un- 
less the accounting occasionally is 
given a common-sense appraisal. He 
mentions that this is especially true as 
the number of by-products increases. 

Interesting comment is given by the 
controller of a transportation company: 

“Manifestly this is a commercial 
pricing problem in which a railroad ac- 
countant’s experience would give little 
weight to his opinion. It seems to me, 
however, that the reduction of raw ma- 
terial cost by sale of by-products is 
most eminently fair and more satisfac- 
tory than an arbitrary basis of separa- 
tion. It might be compared to cost 
finding for passenger train operation 
where an effort might be made to seg- 
regate costs on accessorial service such 
as railway express, mail, baggage, and 
the like. The general method of treat- 
ment here is to credit all incidental 
revenues to the major feature of service 
without any arbitrary segregations.” 


FAVorRS SEPARATION 


An unrestricted recommendation to 
separate the sale and the determined 
cost of by-products from the sale and 
cost of the main product is given in the 
following letter: 


“It is recommended that income re- 
sulting from the sale of by-products be 
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credited to sales and that the cost of 
such sales be determined as follows: 
“Prorate the total cost, up to the 
separation point, ratably against main 
product and by-products on the basis 
of the market values as, for example: 











The Controller, March, 1941 


state after processing the grain for 
breakfast food products, none of the 
by-products being processed in any 
way. Such sales would establish a 
market value for the raw by-product 
and could be properly applied to re- 
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“The method of apportioning joint 
costs on the basis of relative market 
values is not only good accounting 
practice, but it is acceptable to the 
Treasury Department. 

“In order to establish the market 
value at the separation point, it is nec- 
essary to deduct from market value at 
the selling point, the cost of processing 
accruing between the separation point 
and the selling poiht. 

“Owing to fluctuations in ingredient 
content and in market values, with at- 
tendant fluctuations in costs, it is well 
to eventually establish fixed or standard 
costs for all products. Standard costs 
should be fixed on the basis of normal 
production and a standard ingredient 
content of raw materials. 

“There are other methods of appor- 
tioning costs, such as on basis of 
weight, volume, chemical analysis, and 
the like, but relative market value is 
the simplest.” 


ONLY IF SOLD IN RAW STATE 


~ The following thought which is sig- 

nificant and which is expressed by only 
one member is presented for your con- 
sideration: 


“The only basis on which raw ma- 
terial cost could be credited with the 
value of by-products sold would be if 
the by-products were sold in the raw 


duce the cost of the original raw ma- 
terial.” 

From the controller of one company 
comes the following information as to 
how by-product accounts might be set 
up and handled: 


‘“. . . . It was decided to set up the 
accounts as follows: 


(a) Primary Products Department 
(b) By-Products Departments 


“The method of debiting the (b) 
department was to evaluate the produc- 
tion of such by-products daily on the 
average market (recoverable-bulk mill) 
value and credit the (a) department 
similarly. The initial debit being made 
to an account styled ‘By-Products In- 
Process Account.’ When the by-products 
were packed, the In-Process account 
would be credited for the average price 
per unit (in this instance the unit was in 
pounds) and the Finished By-Products 
Department debited. The reason for 
operating an In-Process account was 
occasioned by the fact that frequently 
small grains unfit for use in the pri- 
mary products had to be screened out 
and sometimes, dependent on the mar- 
ket, these grains would be sold as is or 
later on ground for feed. 

“When the by-products were sold 
the sales value realized was credited to 
Finished By-Products Department. 


No ALLOCATION OF EXPENSES 


“In the instance mentioned the prac- 
tice of attempting to allocate expenses, 
either direct, overhead or administra- 
tive, was not followed as it was deemed 
that any such allocation would be ar- 
bitrary; however, the cost of the pack- 
ages and the direct packaging expense 
of the By-Products Department was 
debited to such department. 

“When the books were closed (in 
this instance monthly) an actual or 
comparatively accurate estimate of the 
In-Process By-Products inventory was 
obtained and evaluated on the bulk mill 
market price and said account was cred- 
ited for such value and any profit or 
loss in such account was debited or 
credited to the Finished By-Products 
Department. 

“Might mention that the desirability 
for operating separate by-products de- 
partment profit and loss was due to 
the fact that more or less an entirely 
separate sales department handled the 
by-products and the management could 
more easily determine whether the by- 
products department and the primary 
products departments were functioning 
properly. 

“Naturally in summarizing the earn- 
ings of the primary products depart- 
ments recognition must be given to the 
earnings of the by-products depart- 
ment. In some instances it is desir- 
able and practical to include in the by- 
products department an allocation of 
the expenses, other than those men- 
tioned above, that were included in 
the instant case, but I believe, generally 
speaking, the allocation would neces- 
sarily be of such an arbitrary nature 
the results obtained would not be bene- 
ficial. 


ALLOCATION WouLD BE ARBITRARY 


“In the flour milling business no 
attempt (as far as the writer knows) 
to allocate direct, overhead, adminis- 
trative or similar expenses is made to 
the so-called ‘By-Products Feed De- 
partment’ due to the arbitrary nature 
of any such allocation. Nor is any at- 
tempt made to debit the ‘By-Products 
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Vy TO A BUSINESS MAN 


Many executives regard the 
Comptometer as “the perfect 
adding-calculating machine.” We 
regard it only as the most nearly 
perfect — especially since the 
latest improvement in the new 
Model M Cushioned-Touch 
Comptometer — 

—which eliminates all ciphers 
on the answer dial to the left of 
the actual answer. In reading 
answers, eye travel is limited to 
the length of the answer, instead 


“MICKEY FINN" means 


The “Mickey Finn” is a “streamer” fly made from 
red-and-yellow-dyed deer hair. Fished “wet” (below the 
surface), it’s supposed to imitate a minnow. Although 
frowned upon by dry-fly purists, the ‘Mickey Finn” is 
a popular lure with trout-fishing American anglers. 


NO CIPHERS appear on Model 
M answer dials unless they are 
part of actual answer! The 
answer, for example, used to 
read 00000054520. Now it reads 
54520. 


ae 


and ACCURACY 


of extended the full width of the 
machine. The result is less eye- 
strain and nerve-strain .. . less 
likelihood of error ... greater 
speed and accuracy ... increased 
efficiency and economy. 

This improvement, like the 
Controlled-Key safeguard which 
eliminates operating errors due to 
faulty manipulation of keys, is 
exclusive with the Comptometer. 
It is one more reason why Compt- 
ometer machines, and modern 


“COMPTOMETER ECONOMY” 
means EASIER READ ANSWERS 
for GREATER SPEED 








Comptometer methods, handle 
more figure work in less time at 
lower cost. 

For a demonstration of ‘‘Compt- 
ometer Economy” on your own 
work, telephone your local rep- 
resentative. Or write to Felt & 
Tarrant Mfg. Co., 1734 North 
Paulina Street, Chicago, Illinois. 


COMPTOMETER 


REG. U.S. PAT. OFF. 
ADDING-CALCULATING MACHINES 
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Accounting for Sales 
(Continued from page 104) 
Department’ with any raw material 
cost other than on the basis of market 
price of such by-products when the 
quantity of by-products (determined by 
average yield) are calculated when the 
primary product is sold. This proce- 
dure is desirable in the flour milling 
business due to ‘Undelivered Sales’ be- 
ing a part of inventory evaluated at 
market at the end of the accounting 
period, as complete hedging procedure 
of raw materials required to manufac- 
ture the primary products is followed.” 


VIEWS OF WEARING APPAREL 
CONTROLLER 


The controller of a company manu- 
facturing wearing apparel believes that: 

“, ... They should know what 
these sales amount to and the cost of 
sales developed by using their direct 
cost plus a proportionate value of the 
materials used. This could be more 
or less fixed or varied depending on 
their market value at scrap. Having this 
information they could compare the 
results period by period with the gen- 
eral trend of their business. 

“In our business we have sales of 
scrap which comes from our cutting 
tables and the sale of this is credited 
to Other Income. We make compari- 
sons to our total production to see that 
the scrap is not out of line with previ- 
ous years. Of course, we do have 
standards, which we require the fac- 
tories to meet when they are cutting up 
the materials. In this way we control 
the scrap, and the return on the scrap 
is a check on how good a job of selling 
we are doing. 

The following comment from one 
of our members, since it is based on ac- 
tual experience, will be helpful: 


CARRIES SHARE OF COSTS 


“One of our operations consists of 
quarrying rock in which a specific size 
is needed for an important branch of 
our business. However, in the crush- 
ing operation we find a number of 
smaller size particles are produced, for 
which we now have established a mar- 
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ket. At the start this business was not 
very important, and only the additional 
processing cost was charged to the by- 
product line. However, as this busi- 
ness developed and it was necessary to 
meet competitive prices and to pro- 
duce the by-product to meet trade 
needs, we had to change our account- 
ing system. The by-products line now 
carries its full share of quarrying costs 
plus crushing and processing costs and 
is allocated on a tonnage basis.” 

The member of the Committee who 
wrote the letter in which the following 
quotation is made believes that raw 
material costs should be apportioned 
when the major product and the by- 
product are produced regularly. He be- 
lieves also that if sales of by-products 
are credited to the raw material cost 
of the major product, care should be 
used to see that such cost does not be- 
come distorted: 


Cost SHOULD Not BECOME 
DISTORTED 


“In regard to the subject matter of 
your letter, it would seem to me that 
where a certain amount of raw material 
is purchased for a given product that 
the cost of that raw material should 
represent the cost of material for the 
product produced. There is a danger in 
crediting the sale of by-products against 
the cost of raw materials inasmuch as 
this revenue fluctuates considerably 
from time to time and produces a 
problem in properly establishing a sell- 
ing price on the product being pro- 
duced. In the case of a situation where 
a major product and one or more by- 
products are produced regularly from 
a given amount of raw material, it 
would seem logical to apply a fair 
amount of the cost of raw material 
used against each of the products be- 
ing produced. Considerable care should 
be exercised in order to avoid a con- 
dition whereby the raw material cost 
of any major material product is dis- 
torted by crediting sales of by-products 
against same.” 

Reasoning of an unusually practical 
nature is quoted from a letter on the 
subject received from one of our 
members : 


Must BE IN SALES CATEGORY 


“We do not see how the sale of 
the by-product can possibly fall under 
any other category than that of sales 
if a correct statement is to be rendered. 

“The matter of cost of sales presents 
a problem which has long bothered 
accountants. We feel that the trouble 
with this problem arises principally 
from the accountant’s desire to have 
all phases of his work as accurate as 
that of the figures with which he 
expresses himself. Accountants as a 
class are hesitant to admit that there 
is a very definite limitation to which 
calculations and conclusions can be 
carried. If the cost of the materials 
making up the by-product is an insep- 
arable part of the cost of the raw 
materials, there is no absolutely correct 
method for separating the costs. We 
would recognize this limitation and 
show sales of the principal product, 
sales of the by-products, and total, and 
from this deduct the cost of sales of 
both principal and by-products. If the 
management for some purpose wanted 
these items separated, this could be 
done on some general assumption as to 
cost, but the net result would be a con- 
clusion reached purely on an assump- 
tion without basis of fact.” 

One of our members suggests that 
you may secure from The Institute of 
American Meat Packers and the Amer- 
ican Petroleum Institute literature 
which will be helpful to you in the 
solution of your problems. 

A representative of the packing in- 
dustry has made the following specific 


reply : 
OUTSTANDING ILLUSTRATION 


“We believe that our industry is 
probably the outstanding illustration 
of such a case. It is our policy to set 
up separate departmentals for our by- 
product items. We credit the primal 
product with the value of by-products 
based on current market of the finished 
by-product, less expenses incurred in 
processing, shipping, and selling the 
finished by-product. This set-up theo- 
retically provides a means of operating 


(Please turn to page 108) 
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A. ie MACHINERY OF CONTROL 


VITAL To THE NATION'S 
EXPANDING PRODUCTION 


FIGURES OF CONTROL 


Estimates, specifications, commit- 
ments, budgets —even before pro- 
duction starts. 


Pay checks, earnings records, and 
other labor accounting essential 
to employment. 

e 


Control records to regulate the 
flow of materials and parts to 
the scheduled rate of output. 

a 


Management figures upon which 
to base quick and sound decisions 
affecting orders, stock, production 
and shipments. 





Back of men, money and materials in an expanding 
production program—back of busy ship lanes and 
crowded rails—are the vital figure-facts that enable busy 
executives to make quick and sound decisions affect- 
ing orders, materials, production and shipments. 


For many years Burroughs has supplied industry with 
machinery of control—machines that furnish informa- 
tion and reports while they are news, not history. 


Now—when there is less time in which to achieve 
maximum production—today’s Burroughs machines 
provide the required records and figure controls in 
less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICH. 


jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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Accounting for Sales 
(Continued from page 106) 
the by-product departments on a break- 
even basis. 

“If your company can make an ac- 
curate distribution of the expense of 
handling its by-products we believe it 
would be to its advantage to initiate 
separate by-product accounting.” 

A representative of the petroleum in- 
dustry gives the following interesting 
comment on the complicated by-prod- 
uct accounting problems existing in 
that industry: 


Ort INDUSTRY'S PROBLEMS 


“There are many different types of 
refineries manufacturing different types 
of products, depending upon the loca- 
tion of the plant and the types of crude 
oil, and I am inclined to believe, from 
comments I have heard in the past, that 
the majority are using some form of 
the ‘by-products method,’ although 
some are using other methods such as 
the ‘relative value method.’ However, 
the trouble with the latter method is 
that the cost of your principal product 
will increase or decrease, depending 
upon market value thereof, which will 
allow the Sales Department to control 
the cost to some extent. 

“In a ‘complete’ oil refinery, many 
types of products are manufactured, 
including many products that have 
found their way into cosmetics, me- 
dicinal, and similar markets. It might 
be said that the ‘by-products method’ 
is used by the majority of the com- 
panies, especially during the first dis- 
tillation of crude oil, which yields vari- 
ous and sundry types of by-products, 
including the principal product of gas- 
oline. The latter yields various types 
and grades of gasoline, and initial dis- 
tillations below gasoline are generally 
termed by-products. However, each 
of those yields will be manufactured 
and remanufactured into various and 
sundry types of products. 


CREDIT VALUE OF BASE By-PRODUCTS 


“In using the base ‘by-products 
method,’ the first cost of distillation 
may be computed, which not only in- 
cludes the cost of the raw material, 
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i.e., crude oil, but the initial expense 
or cost of distilling. To this total cost 
is credited the value of the base by- 
products to arrive at the cost of ‘gaso- 
line.’ From that point, actual cost is 
figured upon the various grades of gas- 
oline carried through their various 
processes. This is also true with respect 
to certain original by-product yields 
which may find their way into various 
types of naphthas used for various dif- 
ferent purposes such as paints, var- 
nishes, cleaners, and the like. Each of 
these products have their separate cost 
computed through the various proc- 
esses. This is also true of various types 
of fuel oils, burning oils, and so on. 

‘As a further example, the original 
distillation may be credited with the 
value of the final bottoms in the initial 
distillation, known as ‘cylinder stock.’ 
This by-product is then manufactured 
into hundreds of types of lubricating 
oil, each with their separate costs, de- 
pending upon the various processes 
through which they go and the formu- 
las into which they are compounded. 

“It might, then, be said that prob- 
ably the majority of the industry starts 
with the ‘by-products method’ and ends 
with various methods, depending upon 
the processes and the nature of the 
products finally manufactured.” 

One of our members who has had 
considerable experience with various 
methods of accounting for by-products 
specifically recommends that the sale 
value of by-products not be credited to 
the cost of raw materials. His com- 
ments follow: 

“This inquirer raises three questions 
in his letter: (1) practice for recording 
sale of by-products, (2) method of de- 
termining inventory value, and (3) 
method by which raw material cost 
may be allocated to by-products. 


CREDIT TO SALES 


“Question (1): I would recommend 
that the sale value of the by-products 
be credited to sales, and not to cost of 
raw materials. It seems to me that 
the crediting of the sales against the 
cost of raw material understates the 
value of the products manufactured by 
the company, and such an understate- 
ment tends to mislead those who have 


knowledge of the company’s sales as 
to its size and position in its industry. 

“Question (2): We value inventory 
of by-products at lower of cost [as al- 
located in answer to (3)] or market 
less costs to be incurred to complete 
sale and delivery. 

“Question (3): I would recommend 
the use of either the major and by- 
product cost theory, or the joint prod- 
uct cost theory. However, it may be 
that the use of the ‘opportunity cost’ 
theory will give the most satisfactory 
answer to the problem. We use the 
major and by-products method for corn 
milling, the joint products method for 
soybean milling, and the ‘opportunity 
cost’ method for raw material costs in 
oil refining. In our corn milling opera- 
tions an amount equal to the net sale 
value of the by-products less selling, 
shipping, packing, and processing costs 
from point of separation, is allocated 
to cost of these products as their raw 
material cost. This same amount is also 
subtracted from cost of corn to deter- 
mine the raw material cost of the ma- 
jor corn products. In our soybean oper- 
ations, the cost of the beans and of 
processing to the point of separation is 
allocated to the products on the basis 
of their net sales value less selling, 
shipping, packing, and processing cost 
subsequent to the separation.” 


“OPPORTUNITY Cost’? METHOD 


The “opportunity cost’’ method, 
with which you are probably familiar. 
has been briefly described by the fol- 
lowing example: Assume that a prod- 
uct as finally processed can be readily 
marketed at two preceding stages in 
that processing: At the end of the first 
stage decision is made as to whether 
the product will be sold or further 
processed. If it is to be further proc- 
essed, a charge is made against that 
processing equivalent to the price at 
which the product at the end of the 
first stage could have been sold. At the 
end of the second stage, decision is 
made as to whether the product will be 
sold or finally processed. If it is to be 
finally processed, a charge is made 
against that processing equivalent to 
the price at which the product at the 


(Please turn to page 113) 
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“| HAVE TO WATCH every department of our 
company, checking literally hundreds of ac- 
tivities to make sure this business makes a 
profit. This free book showed me how to 
produce the forms I needed to do this job 
efficiently—at low cost on the Mimeograph 
duplicator.” 





THIS FREE BOOK 
HAS ALREADY 
MADE OUR 
DEPARTMENT 
A MONEY SAVER! 


“1 LEARNED HOW we could streamline many of 
our accounting forms with Mimeograph die- 
impressed stencils and save high-priced ac- 
counting time by eliminating needless copying 
of account names and numbers. We cut our 
costs, reduced errors—and got faster produc- 
tion with the Mimeograph duplicator.” 








“1 CAN NOW SEND Standard Practice Instruc- 
tions to every department and individual con- 
cerned and produce report forms and blanks 
economically. I can test new ideas and prac- 
tices at very low cost. Believe me, I wouldn’t 
be without this book—or the Mimeograph 
equipment it tells about.” 















FREE Copy of 
‘Manufacturing 
Profits’”’ NOW! 


MIMEOGRAPH is the trade- 
mark of A, B. Dick Company, 


Chicago, registered in the U.S. 
Patent Office. 








Controllers tell us our new portfolio, “Manufacturing 
Profits,” gives them the ideas they need to make their 
departments moneysaving departments for the whole com- 
pany. This portfolio is packed with sound, usable ideas 
for stepping up plant efficiency and saving money with 
Mimeograph equipment. Clip and mail the coupon today 
for your free copy of this valuable booklet—and start 


these ideas saving money for your company now. 


sordaneceanitsimaaescenveneinianidasiiiiatiiatismaaaiaiaaial 


A. B. DICK COMPANY, Dept. K-341 
720 W. Jackson Blvd., Chicago, IIl. 





RUSH me a copy of “Manufacturing Profits.” 
NAME...... 

TEFLE . 

COMPANY .. 
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The Controller, March, 1941 


Details of Plan to Revamp 
Unemployment Tax 


The essence of a plan to revamp the 
unemployment compensation tax struc- 
ture, which is being put forward in a 
tentative manner by the Federal Social 
Security Board—a plan of which Mr. 
George Bigge, a member of the Board, 
is the author—is as follows: 

To reduce the State offset tax from 
2.7 per cent. to 2 per cent., the Federal 
portion of the unemployment tax to 
be stepped up from .3 per cent. to a 
full 1 per cent; 

The Federal Government to match 
75 per cent. against a State’s 25 per 
cent. for all benefit costs in excess of 
the yield of the State’s 2 per cent. levy. 

Any State to be permitted to finance 
all or a part of its portion of the bene- 
fit program by use of existing trust 
fund reserves, if it wishes to reduce the 
tax levy required to finance its bene- 
fit program. 

The new financing program to be in- 
augurated July 1, 1941. 

A commentator says, concerning the 
plan: 

“This entire program is predicated 
upon two assumptions: first that Con- 
gress will enact a group of minimum 
Federal standards which the Social Se- 
curity Board has determined to recom- 
mend; and second, that there must be 
an ample Federal reinsurance fund to 
bail out those States unable to bear 
their full share of the cost of either 
existing or future unemployment in- 
surance programs. 

“There are five States failing to meet 
the full cost of their present programs 
on a current basis. Under liberalizations 
of the projected new minimum stand- 
ards, this group of States would be 
increased to about fifteen in number. 

“The minimum standards which the 
Board has informed the Interstate Con- 
ference of Employment Security Agen- 
cies that it will recommend to Con- 
gress are: 


MINIMUM STANDARDS 


“Uniform benefit duration of sixteen 
weeks, or more, with a one-week wait- 
ing period; 


“Maximum penalty disqualification of six 
weeks; 

“Minimum weekly benefit amount of five 
dollars, and a minimum maximum of 
twenty dollars; 

“The payment of partial unemployment 
benefits ; 

“And the absence of any stipulation 
which would bar from benefits an in- 
dividual who has earned thirty times his 
weekly benefit rate. 


‘Board members assert their convic- 
tion that, if there is not to be a col- 
lapse of the unemployment insurance 
program in many States, there must be 
a Federal reinsurance program regard- 
less of whether Congress enacts the 
projected Federal minimum standards. 
The need will be imperative, however, 
in the event that such standards are 
established. 

“The only alternative method for 
providing the Federal matching of re- 
insurance fund so far projected, Board 
members have informed the States, is a 
Federal tax of 114 per cent., leaving 
a 1¥4 per cent. tax yield for the States. 
This point was explored no further 
when mentioned to a committee of the 
Interstate Conference organization. 

“Board members insisted that they 
were not familiar with any extended 
agitation for a federalization program 
which would ‘federalize’ by confiscat- 
ing and pooling existing State reserve 
trust funds on deposit in the United 
States Treasury. The reserve to the 
credit of all State funds is close to two 


billion dollars. 


STATE MIGHT SUSPEND TAX FOR 
YEAR 


“Under direct questioning, Board 
Members A. J. Altmeyer and George 
Bigge said it was their present thought 
that there was no reason why, if a State 
so desired, it might not go so far as 
to suspend for a year or more the col- 
lection of its current tax, financing the 
full cost out of its reserve fund; cer- 
tainly there was no objection (and they 
seemed to regard it as desirable) that 
at least a portion of the State’s cur- 
rent cost be deducted from present re- 


serves, the idea being that State re- 
serves be reduced while a Federal 
reserve is built up. 

“A memorandum dictated by Mr. 
Bigge is the base source for current ex- 
amination of the new financing plan. 
It follows: 


‘1. As of July 1, 1941, substitute for the 
present 90 per cent. offset against the 
3 per cent. Federal tax, an offset of 
2 per cent. provided the State program 
meets specified minimum benefit stand- 
ards, to be effective not later than 
January 1, 1942. 

*'2. Beginning July 1, 1941, Federal Gov- 
ernment to reimburse State to the ex- 
tend of 75 per cent. of all benefit 
costs above 2 per cent. of payrolls. 
Reimburse 60 days after close of each 
quarter (or some other appropriate 
provision). 

‘3. Federal tax of 1 per cent. collected 
quarterly. Coverage identical with 
Old Age and Survivors Insurance, at 
least within occupations now covered 
by OASI. 

“'4, States maintain funds as now. 

“*5, Federal contributions paid into special 
fund, to be drawn upon for matching 
benefit payments and for grants for 
administration as authorized. 

"6. Federal Government pay 100 per cent. 
administrative costs.’ ” 


rer) 


Following is a quotation from a re- 
port made by the Legislative Commit- 
tee of the Interstate Conference organi- 
zation to all State administrators cover- 
ing its conference discussions with 
Board members Altmeyer and Bigge: 


REPORT TO STATE ADMINISTRATORS 


“Enlarging on this framework it 
would appear that Sections 1600 FF. 
of the Internal Revenue Code would 
be amended so as to provide substan- 
tially as follows: 

“The unemployment tax of 3 per 
cent. on payrolls would remain. An 
employer may offset up to 662% per 
cent. of this tax as a credit against it 
for payments made by him into a 
State unemployment compensation 
trust fund. The remaining 1 per cent. 
would be collected by the Bureau of 
Internal Revenue in lieu of the 3/, th 
of 1 per cent. tax now collected; and 
this 1 per cent. would be deposited in 
a Federal Reinsurance Fund. 

“The expenses of administration of 
unemployment compensation, both 
State and Federal, would be appro- 
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priated out of this fund, leaving the 
balance to be paid out as benefits to 
States requiring reinsurance. 

“Minimum benefit standards must 
be enacted within the State before cer- 
tifications will be permitted for an 
offset to an employer. 

“Each State could then collect 2 
per cent. of its taxable payrolls instead 
of 2.7 per cent., and still not burden 
an employer with a total tax of more 
than 3 per cent. on his taxable payroll. 


CouLp UsE INDIVIDUAL EXPERIENCE 
RATING 


“A State could certify an employer 
so that he could receive credit for his 
offset, even though he did not pay his 
full 2 per cent. into a State unemploy- 
ment compensation trust fund, if under 
the State law the State is able to cut 
down its own levy. This might be 
done by individual experience rating, 
horizontal flat tax reduction, or any 
other means of tax reduction as varied 
as any State might care to devise. 

“It was stated that the Federal Gov- 
ernment’s interest in the State tax struc- 
ture, tax alleviation, and, specifically, 
in merit rating systems would be ma- 
terially reduced under this plan. In 
the discussion, Chairman Altmeyer as- 
serted that the State would be able to 
reduce its over-all tax by taking a por- 
tion of its financing for the 2 per cent. 
benefit level for which it is alone re- 
sponsible from the State’s existing 
fund. 

“It was the committee’s impression 
that there would be no requirement or 
stipulation that the current average tax 
would have to yield the 2 per cent., 
providing there was a State reserve 
fund from which the minimum stand- 
ards of benefits could be paid. 

“Additional provisions will be in- 
serted to provide substantially that if 
the benefit load in any State for a 
given year shall exceed 2 per cent. of 
the taxable payroll in that State for 
the same year, the Federal Government 
will pay out of the Reinsurance Fund 
75 per cent. of the total excess of bene- 
fits paid in that State over a sum equal 
to 2 per cent. of the payroll, the State 
being responsible for only 25 per cent. 
of the average to be paid from its own 
individual trust fund.’ ” 
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.-- HUNDREDS OF INDIVIDUAL CALCULATIONS 
and THIS ONE machine can do them ALL! 


The new Remington Rand Printing Calculator comes into its own at 
Income Tax time. This year it is proving indispensable to thousands 
of businessmen... computing cost of sales... pricing inventories of 
raw materials, work in process and finished goods... figuring de- 
preciation...and compiling the final tax figures, showing earned 
income credit, exemptions, deductions, normal tax, surtax and de- 
fense tax. The printed tape is absolute proof of the accuracy of 
every calculation. Today, invest in the only machine that prints as it 
divides automatically, as it multiplies, as it adds and subtracts. 


—E TALE 
THE TAPE TELLS TH ne 


Automatically, as a by- 
product of every calcu- 
lation, The Printing Calcu- 
lator gives you a black- 
and-white record...a 
permanent, first-hand 
proof in case of verifica- 
tion by the Bureau of Inter- 
nal Revenue. See it demon- 
strated today at your near- 
est Remington Rand office. 
Or write Remington Rand 
Inc., Buffalo, New York. 





The Remington Rand 
Printing Calculator 


ONLY d Noiseless, Standard, Portable Typewriters . . . Adding, Calculating, Bookkeeping, Punched-Card 
+ ton Ran Accounting Machines .. . Kardex Visible Systems, Record Protection, Filing Methods and Equipment, 

Reming CAN FURNISH Loose-Leaf Devices .. . Photographic Records Equip . +. and other Precision Products including the H 
EVERY OFFICE NEED famous Remington Rand Dual Close-Shaver — Dealers, Sales and Service Offices in 517 Citles : 











Institute’s Message To Treasury For 
Asking Amendment of Tax Law 


The need of amendments of the Excess Profits Tax Act of 1940, retroactive so as to 
apply to returns soon to be filed, was recognized by the Committee on Cooperation With 
the Treasury Department of The Controllers Institute of America. The measure amend- 
ing the Act which was passed by the House of Representatwes late in February still left 
something to be desired. 

When the House bill went to the Senate, and was referred to the Finance Committee 
of that body, a last effort was made to bring about further changes, as it was recognized 
that there was a possibility that additional amendments relating primarily to the relvef 
provisions of the Act might be looked upon with favor. 

A telegram was addressed to Mr. John L. Sullivan, assistant Secretary of the Treas- 


ury, reading as follows: 


“The Controllers Institute of America urges your cooperation in adding to H. R. thirty-five thirty- 
one now before the Senate a provision eliminating the requirement in the nineteen forty excess profits tax 
act that the taxpayer make an irrevocable election in its excess profits tax return as to whether the invested 
capital method or the income method shall be used in determining the excess profits tax credit for the year. 

“We believe it was clearly the intention of Congress to impose the tax on the lower of two alterna- 
tive credit methods. The binding election at the time of filing the return will accidentally prevent the in- 
tended benefit in many cases. 

“The election requirement is one of the harshest provisions in the excess profits tax act because it com- 
pels the corporation’s accounting officers to gamble as to which method will result in the lower tax. In 
most cases they can not know at the time of filing the return the final amounts of its invested capital or 
base period net income or current year’s net income each of which may require several years for final de- 
termination by the Bureau of Internal Revenue or the courts. Under the excess profits tax law in effect 
during the last war it took from ten to twenty years to determine invested capital in many cases. In addi- 
tion final interpretations of some of the provisions of the present excess profits tax law will not be made by 
the courts for years. 

“If the purpose of the election was to eliminate the necessity of the government's computing the tax 
liability on both bases for each taxpayer such purpose could be accomplished if act is amended to provide 
that the method used in return shall not be changed except upon subsequent application of the taxpayer. 

“The members of The Controllers Institute of America are accounting officials of all sizes and kinds 
of business enterprises all over the country upon whom falls the responsibility of complying with the re- 
quirements of the excess profits tax law on behalf of their corporations. Hence their intense interest in 


the matter of the election requirement.” 


The Senate Finance Committee, the Senate itself, and the House of Representatives, 


enacted the desired amendment. 
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Accounting for Sales 
(Continued from page 108) 
end of the second stage could have 
been sold. In each case the charge 
equivalent to the price at which the 
product could have been sold is the 
“opportunity cost.” 

Mention should be made of the fact 
that the Committee on Technical In- 
formation and Research may describe 
the customary accounting treatment of 
a given problem if such treatment has 
been clearly established, but it does 
not recommend any particular method 
or procedure, though this course is free 
to a member of the Committee if he 
desires to make a specific recommenda- 
tion. Such a recommendation may 
come from a member who has had 
much experience with a given problem 
and usually will be very helpful. The 
Committee merely endeavors to present 
both the majority and minority opin- 
ions expressed by its members. The 
Committee’s report on your question is 
unique in that neither majority nor 
minority opinions can be said to be 
presented. What has been presented 
consists of a variety of viewpoints and 
what the Committee believes to be con- 
siderable information, most of which is 
based on the actual experience of a 
representative number of accounting 
officers and which for that reason per- 
haps will not be found to be readily 
available elsewhere. 


Taxes Principal Topic for Discussion 
by C. P. A.’s 

A large portion of the February, 
1941 number of ‘‘The New York Cer- 
tified Public Accountant’ is devoted to 
the subject of taxes. Papers are pre- 
sented by Isidor Sack, C.P.A., on “State 
and City Taxes,” and by Nicholas Sal- 
vatore, C.P.A., on “Comparison of Fed- 
eral and New York State Income Tax 
Requirements.” The rest of the issue 
is given over mainly to papers pre- 
sented under the direction of the Tech- 
nical Committee on Foreign Trade Ac- 
counting. 


Tenth Annual Meeting of Control- 
lers Institute of America, September 
29-30, and October 1, 1941, at Wal- 
dorf-Astoria Hotel, New York City. 
Controllers should begin planning now 
to attend this affair. 
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>. THATS ONE GOOD STUNT... 
BUT WHAT ELSE 
CAN You DO?” 


A ‘Nan is 
TIONAL DEFENSE AGAINST 











S mart theatrical manager! He 
knows that one good trick doesn't 
make a star performer! He hires 
the performer who can do that 
particular trick — and many 
others, too! 


Likewise, smart business execu- 
tives know that one or two spe- 
cialties don’t make a star-per- 
forming calculator. They want a 
calculator that can do all the 
special figure-work jobs—and all 
the others, too! 


The MARCHANT calculator is the 
all-‘round performer. It does the 


MAKCHANT 


 felenek fpocced (MCULATORS 


MARCHANT CALCULATING MACHINE COMPANY 
Home Office: Oakland, California, U. S. A. 
Sales Agencies and Manufacturer's Service Stations Give Service Everywhere 


routine figure-jobs; it does the 
special figure-jobs. And it does 
them all with top speed and top 
efficiency. 


MARCHANT is the complete cal- 
culator—useful all day long every 
day—not idle part of the time 
and useful just ‘‘once in a while.” 


The smallest MARCHANT occu- 
pies desk space of 6x10 inches; 
the largest only 11x14 inches— 
and every one is an all-’round 
performer. art YEAp 














REVIEWS of Recent Business Publications 


“INTERNAL CHECK AND CONTROL 
FOR SMALL COMPANIES,” by M. E. 
Murphy. Public Affairs Press. 52 pages. 
Paper edition, $1. 

Dr. Murphy here gives, in another of the 
interesting pamphlets issued by the Public 
Affairs Press of Washington, a thorough 
and concise statement of the principles un- 
derlying systems of internal check and audit 
for small and medium size companies. In- 
deed, the basic principles set forth should 
be in force in all companies regardless of 
size Past business history has shown too 
many cases where the large company was 
less well protected than most small ones. 

In this study, however, the emphasis is 
on the small concern. She points out at 
the outset that the very fact of the limited 
size and labor division of the small busi- 
ness constitutes a source of difficulty in 
meeting the problems of dependable oper- 
ating statistics. 

Under the various heads such as Pur- 
chases, Payrolls, Sales, and Cash the author 
presents many examples taken from actual 
concerns in many fields. In each case the 
facts are evaluated in terms of the expense 
involved, personnel problems, records that 


should be kept, and the like. The book 


should be of real service to both public 

accountants and the accounting department 

heads of private business concerns. 
Reviewed by Morrison H. WATKINS. 


“A TRUSTEE’S HANDBOOK,” by Au- 
gustus Peabody Loring, revised and en- 
larged by Mayo Adams Shattuck. Little, 
Brown & Company. 425 pages. $5. 

Anyone who has had anything to do with 
trusts during the past forty years is prob- 
ably familiar with Loring’s handbook. It 
has been the leading one volume, quick ref- 
erence authority on trust matters since the 
turn of the century. 

This revision, by Mayo A. Shattuck, 
prominent trust lawyer and author of many 
books and articles on the law of trusts, 
brings it up to date. It is still a thorough 
and precise statement of the Rules of Trust 
Administration, clarifying the duties, rights 
and liabilities of the trustee, citing the most 
recent and important cases and statutes. 

The emphasis is on practical management 
of trust estates. Some of the important 
questions covered are the extent to which 
a trustee may delegate his duties to co- 
trustees and agents, such as investment 
counsel; the purchase of shares in invest- 


The Most Efficient and Lowest Cost Way To File 
Your Signature Cards Is With ——— 


sare [stan 


SIGNATURE CARD 
STEEL FILES 


(Interlocking Units) 


AFE-T-STAK Signature 
Card Files enable you in 
one installation or File by File, 


No. 610-D for 3 x 5 cards 





depending upon your requirements, to surround yourself with equip- 


ment that will give you unlimited service. 


For economy SAFE-T-STAK Files give you low cost per filing inch. 
Some other of the many advantages secured with SAFE-T-STAK Signa- 


ture Card Files are: 


Unsurpassed Capacity for space occupied—Flexibility—Because of the 
unit construction you can stack the files to any height necessary to meet 
your physical requirements—In stacking SAFE-T-STAK files they can 
be made into one rigid, compact battery and locked securely together 
both vertically and horizontally with SAFE-T-STAK patented SLIP- 


KEYS and TIE-PLATES. 


As the inside of the front, back, sides and bottoms of SAFE-T-STAK 
file drawers have a smooth, flat surface, all danger of damaging cards 
is eliminated. These files are dust and vermin proof and fire resistant. 
These are but a few of the many reasons why SAFE-T-STAK STEEL 
SIGNATURE CARD FILES are your best and lowest Cost Buy. Write 


today for Prices and Quantity Discounts. 


THE STEEL STORAGE FILE COMPANY 


2218 West 63rd St., Cleveland, Ohio 


ORIGINATORS OF STEEL STORAGE FILES uum 
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ment trusts; the liability of successor trus- 
tees for the acts of predecessors in office; 
and the allocation of receipts and expendi- 
tures as between principal and income. 

Austin W. Scott, author of “The Law of 
Trusts,” evaluates the book in his foreword 
thus: “For more than thirty years I have 
had on my desk or near at hand that very 
useful little book called ‘A Trustee’s Hand- 
book.’ . . . . There is no clearer and more 
concise statement of the duties and powers 
of trustees.” 

Reviewed by Morrison H. WATKINS. 


“SALES CONTROL BY QUANTITA- 
TIVE METHODS,” by R. Parker East- 
wood, Instructor in Business Statistics, 
Columbia University. Columbia Univer- 
sity Press. 334 pages. $3.50. 

In approaching the problem of sales con- 
trol, one finds the field roughly divisible 
into two parts. The first is represented by 
methods and techniques appropriate to mak- 
ing the budget estimates. The second is 
concerned with means and methods for mak- 
ing the estimates effective. Of the two 
spheres of activity, forecasting has been the 
more neglected. Dr. Eastwood’s thorough 
study effectively remedies this neglect. 

The book deals with the analytical tools 
that have been and may be used for the bet- 
ter control of sales. It seeks to integrate 
methods and techniques that have hereto- 
fore tended to be segregated. Since the prob- 
lem of estimating sales and establishing 
standards is one that cuts across several 
fields of interest, no single set of analytical 
tools is adequate to handle it. The author 
here presents a synthesis of techniques that 
ignores conventional boundary lines. 

The author points out in his preface that 
it is meant to be a “synthesis of all meth- 
odologies that are appropriate to the con- 
trol. of ‘sales. ..... < This approach em- 
phasizes the essential unity of techniques.” 

The study is a thorough job and should 
be extremely interesting to all business men 
but particularly those engaged in the dis- 
tributive end of their enterprises. 

Reviewed by Morrison H. WATKINS. 


“THE SOCIAL SECURITY PAYROLL 
TAXES,” by Ralph Theodore Compton. 
Commerce Clearing House, Inc. 446 pages. 
$5. 

Compliance with payroll tax laws is 
largely a matter of paying close attention to 
details—to the technicalities of statutes, 
regulations and rulings. But minimizing 
payroll taxes means more than this. For 
most. of the laws provide new means of 
cost control; unlike other tax laws, they 
offer the taxpayer, within limits, an op- 
portunity to regulate his own tax rate. 

This book provides a guide to the rules 
by which the payroll taxes are administered 
and by which the cost to the taxpayer may 
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be minimized. While it is not a primer 
on social security, the author has made 
every effort to make the text clear to those 
who are not specialists in this field. 

The book grew out of the author's dis- 
cussions with many employers and with 
government officials, out of his work with 
the Associated Industries of Missouri, of 
which he is Director of Research, and his 
lectures to payroll tax classes at St. Louis 
University. 

The book deals with general principles 
of wide application and is not intended to 
take the place of the exhaustive loose-leaf 
reporting services available from several 
publishers. It can, however, materially 
lighten the reader’s task by familiarizing 
him with the pattern of the laws and by 
providing the key which will show him 
what to look for in the statutes and what 
to expect of taxing authorities. 

Reviewed by MorrisoN H. WATKINS. 


“INDUSTRIAL HEALTH: ASSET OR LI- 
ABILITY,” by C. O. Sappington, A.B., 
M.D., Dr.P.H. Industrial Commentaries. 
224 pages. $3.75. 

The problem of industrial health is easily 
one of the most important of the day, for 
it is a problem which seriously concerns the 
many millions of persons who compose our 
working population. And even more than 
that it is a problem which very definitely 
affects the social and economic status of our 
nation. This book is a thoughtful and prac- 
tical discussion of its various aspects by one 
of the leading consultants in the field, the 
recent winner of the William S. Knudsen 
Award for the most outstanding contribu- 
tion to industrial medicine in 1938-1939. 

The material covered can be summarized 
briefly. Pointing out that the cost of ill- 
ness among industrial employees is one of 
the greatest drains on profits, and affirming 
his belief that industrial health work can 
be the most significant factor in the control 
of these losses, the author then considers 
the evolution of health services in industry, 
showing that while their growth has been 
slow it has been substantial. No group, 
no matter how small, need be, it is shown, 
without some form of health service. 

Industrial medical services need more 
emphasis on important health procedures, 
such as pre-employment and periodic ex- 
aminations, supervision of the correction of 
physical defects, and first aid to minor ill- 
ness. The objections of most employees to 
these procedures are usually not founded on 
facts, but mainly on misinformation, super- 
stition, and fear of losing a job. The great- 
est proportional returns can be secured 
through these measures, but they cannot 
accomplish this end if used arbitrarily as 
“clubs.” 

Effective administration of industrial 
health services depends upon a clear concep- 
tion of objectives; a balanced humanitarian 
and financial point of view; the steadfast 
cooperation of medical, industrial relations 
personnel, safety staff, and employees. 
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The industrial physician has been pretty 
much of a “‘patcher-upper’”’ in the past, with 
some exceptions. There have been great 
accomplishments in public health but these 
have never been applied in any large sense 
to the industrial population. The industrial 
physician, with the help and cooperation of 
industry, can be a vital factor in the fur- 
thering of this cause. 

Industrial health work has and will con- 
tinue to pay dividends upon whatever basis 
one may choose to calculate them—but the 
most important of these are the human divi- 
dends. 

Even to those who believe that humani- 
tarianism has no place in business, that 
business must be strictly business, this book 
should prove that better health of workers 
is strictly a business proposition. In terms 
of business, good industrial health is a dis- 
tinct asset, whereas poor industrial health 
is a distinct liability. 

Twenty-four specially selected model ex- 
amination and industrial survey forms are 
included. 

Reviewed by Morrison H. WATKINS. 


Members Should Obtain Certificates 

Each member of The Controllers In- 
stitute of America is entitle dto a cer- 
tificate of membership. Apply to na- 
tional headquarters. 
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MID-WESTERN CONFERENCE 

Committees of the Detroit Control 
of The Controllers Institute of America 
which are in charge of arrangements 
for the Mid-Western Conference of 
Controllers, to be conducted April 21 
in Detroit, at the Book-Cadillac Hotel, 
are preparing a timely and attractive 
program which will include papers, ad- 
dresses and discussions on current mat- 
ters of exceptional interest. 

Members of The Controllers Insti- 
tute of America from a dozen states 
will be in attendance. President Verl 
L. Elliott of The Institute will preside 
at the dinner. A luncheon to be at- 
tended by close to one thousand mem- 
bers and guests has been arranged. 
The morning and afternon will be de- 
voted to conferences, and to one gen- 
eral session. 

This meeting will afford an oppor- 
tunity for controllers of the mid-con- 
tinent area to renew the acquaintances 
made at Chicago, Cleveland, and In- 
dianapolis in previous years, and to 
meet many controllers of the larger 
companies in that section. 
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Valuations and Appraisals 
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Securities Registration Investigations 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held February 28, 1941, the applicants 
named below were elected to active member- 
ship in The Institute: 

C. J. ANDERSON 
Atlantic Gulf and West Indies Steamship 
Lines, New York City. 

MERLE BECKER 
W. C. McBride, Inc., St. Louis. 


F. E. BIsHop 
Virginia 
Virginia. 

B. O. BRAND 
Scully Steel Products Company, Chicago. 


Bridge Company, Roanoke, 


JOSEPH V. BRITT 
Unitcast Corporation, Toledo. 


WILLIAM EVANS 
The Pioneer Rubber Company, Willard, 
Ohio. 

HAROLD FEARON 
American International Underwriters Cor- 
poration, New York City. 

W. H. HALLERBERG 
Illinois Pure Aluminum Company, Le- 
mont, Illinois. 

STANLEY H. Kamp 
Kroger Grocery & Baking Company, 
North Kansas City, Missouri. 

A. R. KENNY 
Automatic Instrument Company, Chicago. 


L. I. KIEHBORTH 
The Black-Clawson Company, Hamilton, 
Ohio. 

JAMES E. MCMULLEN 
The Colorado Fuel and Iron Corporation, 
Denver, Colorado. 

WALTER H. METTELMAN 


Automatic Products 
waukee. 


Company, Mil- 


WALTER W. STEGMAN 
Wilson Brothers, Chicago 


J. R. THOMAS 


The Montana Power Company, Butte, 
Montana. 


NEW ADDRESSES WANTED 


The 1940 Year Book of The Controllers 
Institute of America is nearing completion. 
As usual, this book will include a list of 
members, with addresses corrected up to the 
last minute before going to press. The co- 
operation of members in correcting addresses 


will be greatly appreciated. Changes in 
the address list are made currently during 
the year in the national office of The In- 
stitute. 

Members who have made changes in con- 
nections or addresses, who have not noti- 
fied The Institute, are urged to do so as 
promptly as possible. 

With the election of the fifteen new mem- 
bers listed on this page, the membership of 
The Institute numbers 1,481. The first half 
of The Institute’s current fiscal year saw 114 
applications for membership received, thus 
continuing the normal rate of growth, under 
the high standards of eligibility maintained 
by The Institute. 


MEETINGS OF CONTROLS 


CONNECTICUT 
Topic: “INSURANCE AS A CON- 
TROLLERSHIP PROBLEM” 

The monthly meeting of the Connecticut 
Control was held on February 5 at the EI- 
ton Hotel in Waterbury. The speaker of 
the evening was Mr. A. E. Redding, field 
supervisor for the Aetna Casualty & Surety 
Company of Hartford, and his subject was 
“Insurance as a Controllership Problem.” 


DAYTON 
Topic: “CASUALTY INSURANCE 
PROBLEMS” 


A member of the Dayton Control, Mr. 
B. J. Mertz, controller of the Buckeye Union 
Casualty Company of Columbus, led a dis- 
cussion at the monthly meeting of the Con- 
trol on February 13. The meeting was 
held at the Van Cleve Hotel and the sub- 
ject was “Casualty Insurance Problems.” 

On February 5 at the Van Cleve Hotel 
members of the Dayton Control held a spe- 
cial meeting which was addressed by Mr. 
John H. MacDonald, of the National Broad- 
casting Company of New York. He is a 
member of the Board of Directors of The 
Controllers Institute and is chairman of the 
Committee on Education for The Institute. 
He is also widely known among The In- 
stitute’s members as the author of ‘‘Con- 
trollership: Its Functions and Technique.” 
He told what The Institute is doing for 
controllership and the cooperation some of 
its committees were receiving from govern- 
ment departments. He also gave some of 
the details of the regional meeting to be 
held in Detroit on April 21 and the an- 
nual meeting of The Institute in New 
York in September. It was a very inter- 
esting meeting. 


DETROIT 
Topic: ‘A DEVELOPMENT OF PROP- 
ERTY RECORD ACCOUNTING— 
ITS COORDINATION WITH THE 
OPERATING AND ACCOUNTING 
FUNCTIONS OF MANAGEMENT” 
The monthly meeting of the Detroit Con- 
trol was held on February 12 at the Hotel 
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Statler. The speaker was Mr. Robert H. 
Lawson of the Michigan Alkali Company, 
who has spent many years in appraisal and 
property record work. His subject was “A 
Development of Property Record Account- 
ing—Its Coordination with Operating and 
Accounting Functions of Management.” He 
explained the operation of a Property Rec- 
ord Department with respect to both rec- 
ords and activities, as well as the procedure 
in tabulating complete information with 
respect to maintenance and repairs versus 
units of equipment, repair budgets and pay 
roll distribution, all using the same cards. 
Mr. Lawson limited his address to a rela- 
tively short time in order to permit a full 
discussion of the subject. 


DISTRICT OF COLUMBIA 
Topic: “THE POWERS OF THE 
PRESIDENT IN FOREIGN AF- 
FAIRS” 

The monthly meeting of the District of 
Columbia Control was held on February 
26 at the Carlton Hotel. The speaker was 
Dr. James Lowe, Professor of Political 
Science in the Foreign Service School of 
Georgetown University, and his subject 
was “The Powers of the President in For- 
eign Affairs.” The Program Committee 
is to be congratulated on securing Dr. 
Lowe as a speaker, who was particularly 
well qualified to discuss this subject. It 
was one of the outstanding meetings of 
the season. 


INDIANAPOLIS 
Topic: “EMPLOYER-EMPLOYEE RE- 
LATIONS” 

The regular monthly meeting of the In- 
dianapolis Control was held on February 
26 at the Antlers Hotel. It was a discus- 
sion meeting. The subject was ‘Em- 
ployer-Employee Relations,” and the 
leader was Mr. J. R. Ruddick, personnel 
director of the Indiana Bell Telephone 
Company. 


KANSAS CITY 
Topic: “WAGNER LABOR RELA- 
TIONS ACT, AND HOW IT AF- 
FECTS YOU” 

The regular meeting of the Kansas City 
Control was held on February 10 at the 
Kansas City Club. The speaker of the 
evening was Solbert M. Wasserstrom, Esq., 
formerly a member of the Litigation Sec- 
tion of the National Labor Relations Board. 
He spoke on “Wagner Labor Relations Act, 
and How It Affects You.” 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependabl It 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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LOS ANGELES 
Topic: “ECONOMIES EFFECTED 
THROUGH CHANGES IN AC- 
COUNTING SYSTEMS AND PRO- 

CEDURES” 

A round-table discussion was held by the 
members of the Los Angeles Control at the 
monthly meeting on February 20 at the 
Clark Hotel. The subject was ‘‘Economies 
Effected Through Changes in Accounting 
Systems and Procedures,” and the chairman 
was Mr. W. K. Minor of the Program Com- 
mittee. Each member was asked to give the 
benefit of his experience within his own 
business. Announcement was made of the 
1941 Pacific Coast Conference of The Con- 
trollers Institute of America which will be 
held in San Francisco in May. 


MILWAUKEE 

Topic: “TREND OF REAL ESTATE 

VALUATION IN MILWAUKEE” 

The guest speaker at the monthly meet- 
ing of the Milwaukee Control on February 
11 at the University Club was Mr. George 
Bartelt. He is Tax Commissioner for Mil- 
waukee and spoke on “Trend of Real Estate 
Valuation in Milwaukee.” 


NEW ENGLAND 
Topic: “ ‘CONSERVATION’ OPPOR- 
TUNITIES UNDER A PENSION 
TRUST” 

The regular monthly meeting of the New 
England Control was held on February 25 
at the University Club, Boston. The speaker 
was Mr. Joel H. Atwood, a specialist in 
Conservation Planning. Few people under- 
stand today the great difference which will 
result to the beneficiaries between a properly 
prepared pension plan and other means of 
providing for the future which do not give 
proper consideration to the tax laws. Mr. 
Atwood is outstanding in his field and gave 
in his address a new and challenging pic- 
ture of “ ‘Conservation’ Opportunities Un- 
der a Pension Trust,” not only for the in- 
dustrial concerns but also for the individual 
employees, their families, and their estates. 

A special meeting of the Control was held 
on February 5 at the University Club. The 
guest speaker was Mr. J. S. Seidman, at- 
torney and certified public accountant of 
New York, who gave an exceptionally in- 
teresting address on the subject of the Ex- 
cess Profits Tax. A question and answer 
period followed at the conclusion of his 
address. 


NEW YORK CITY 

Topic: “EXCESS PROFITS TAXES” 

An intimate discussion on Excess Profits 
Taxes constituted the program of the Feb- 
ruary meeting of the New York City Con- 
trol. The meeting was held on February 
27 at Hotel Victoria. There were no set 
speeches. The entire evening was devoted 
to presentation of questions submitted in 


writing by members previous to the meet- 
ing, to the replies, and to informal dis- 
cussion. Four men who are regarded as 
authorities in the field of taxation were in 
attendance as guests to answer the ques- 
tions and to throw light on the many puz- 
zling problems that have presented them- 
selves. The four authorities were: Alger B. 
Chapman, tax attorney; Walter A. Cooper, 
C.P.A.; J. A. Oates, head of Tax Depart- 
ment, American Cyanamid Company; and 
St. Clair Walsh, C.P. A. Members of The 
Institute’s Committee on Cooperation with 
the Treasury Department were on hand to 
participate in the discussion. Mr. F. C. 
Elstob, International Business Machines 
Corporation, President of the New York 
City Control, presided. It was a most timely 
meeting and was largely attended. 


PITTSBURGH 
Topic: “FINANCING OF DEFENSE” 


The subject for the February meeting of 
the Pittsburgh Control was ‘Financing for 
Defense.” The meeting was held on Febru- 
ary 24 at Hotel William Penn and the 
speaker was Montfort Jones, M.A., Profes- 
sor of Finance and Assistant to the Dean 
of the University of Pittsburgh. The mem- 
bers were also honored at this meeting by 
the presence of Mr. Verl L. Elliott, Na- 
tional President of The Controllers Insti- 
tute of America, who addressed them on 
Institute affairs. 


PHILADELPHIA 


Topic: “TRADE RELATIONS WITH 
LATIN AMERICA” 


The regular monthly meeting of the 
Philadelphia Control was held on February 
6 at the Penn Athletic Club. The meeting 
was called to order by the President, Mr. 
Thomas W. Dinlocker. After his usual 
greeting and announcements, he introduced 
the chairman of the meeting, Mr. George E. 
Rankin, controller of the Artloom Corpora- 
tion, who is the chairman of the Program 
Committee for the current year. Mr. Ran- 
kin presented the speaker of the evening, 
Dr. Simon G. Hanson, whose subject was 
“Trade Relations with Latin America.” He 
is chief economist to the Coordinator of 
Commercial and Cultural Relations between 
the American Republics. 

One of the direct results of the present 
wars in Europe and the Far East has been 
to bring American industrial executives 
face to face with the problems presented 
by the necessity for expanding commercial 
relations with Central and South American 
countries. The primary importance of these 
trade relationships is evidenced clearly by 
the appointment of a Coordinator of Com- 
mercial and Cultural Relations between the 
American Republics as a part of the staff 
of the Council of National Defense. 

Following the conclusion of his formal 
address, Dr. Hanson joined with many of 
the members and guests in open discussion 


rE? 


of the Latin American trade problems with 
much interest and enlightenment to all pres- 
ent. 


ROCHESTER 
Topic: ROUND TABLE DISCUSSION 


At least once each year the Rochester 
Control deems it desirable to have a gen- 
eral meeting with no specific subject, at 
which all members participate generally 
in discussing the manifold problems con- 
fronting them in their daily work. Such 
a program was carried out at the regular 
meeting of the Control on February 26 at 
the Rochester Club. 


ST. LOUIS 
Topic: THE CONTROLLER’S DE- 
PARTMENT 


The monthly meeting of the St. Louis 
Control was held on February 24 at the 
Missouri Athletic Club. The meeting 
was devoted to a fundamental accounting 
subject which was ably handled by two 
members of the Control. The main topic 
was “The Controller’s Department.’’ Mr. 
Daniel M. Sheehan, controller of the Mon- 
santo Chemical Company, covered the or- 
ganization of the controller's department 
and the philosophy behind accounting 
procedures. Mr. E. J. Cunningham, also 
of Monsanto, discussed reports issued by 
the controller's department. There fol- 
lowed the usual open discussion which 
proved most interesting and valuable. 


SAN FRANCISCO 
Topic: QUESTIONS AND ANSWERS 


A most interesting program was arranged 
for the February meeting of the San Fran- 
cisco Control which was held on February 
20 at the St. Francis Hotel. It took the 
form of questions and answers. The fol- 
lowing questions were asked by members: 

1. What is your attitude toward the prac- 
tice now being followed by public account- 
ants of requiring signed certificates by the 
management with respect to Receivables, 
Inventories and Payables, during the course 
of an ordinary unrestricted balance sheet 
audit? 

2. In the Social Security Tax law, tell us 
the exact difference between “Wages Pay- 
able’ and “Wages Paid’ and give examples 
of each. 

3. Should overhead be added to mainte- 
nance and repair work and is the factory 
overhead figure the proper one to use? 

4. Should research and experimental ex- 
penses be included in manufacturing costs 
or be handled in some other manner? 

5. Under what circumstances should ma- 
chinery replacements be: (1) Capitalized, 
(2) Charged to factory maintenance. 

These questions were allocated to various 
members of the Control who were well qual- 
ified to answer and to lead the discussion 
on the topics. There was a full attendance 
and the meeting proved to be one of the 
most interesting held by the Control. 
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SYRACUSE 

Topic: “ACCOUNTING OFFICERS’ 
CONTACTS WITH PUBLIC AC- 
COUNTANTS” 

The members of the Syracuse Control 
held a dinner meeting on February 18 at 
the Industrial Club and discussed the sub- 
ject “Accounting Officers’ Contacts with 
Public Accountants.” The leader was mem- 
ber Paul B. Murphy of the Central New 
York Power Company, who is a director of 
the Control. 


TWIN CITIES 

Topic: “THE MINNESOTA UNEM- 

PLOYMENT INSURANCE LAW” 

By popular request, the monthly meet- 
ing of the Twin Cities Control was post- 
poned a week, since many members had 
made arangements to attend the Coronation 
Ceremonies of the St. Paul Winter Carnival 
on February 4. The meeting was held on 
February 11 at the Minneapolis Athletic 
Club and the subject for the round-table 
discussion was “The Minnesota Unemploy- 
ment Insurance Law.” The law is again a 
subject of controversy before the Minne- 
sota Legislature and the purpose of the 
members’ discussion was to determine their 
wishes and to decide whether or not the 
Twin Cities Control could officially take any 
action in the matter of the merit rating 
provisions of the law. 


BALTIMORE 
Topic: “PHASES OF RECENT GOV- 
ERNMENT CONTRACTS” 

A round-table discussion was held by the 
members of the Baltimore Control at the 
monthly meeting held on February 12 at the 
Lord Baltimore Hotel. The discussion leader 
was Mr. F. Earl Reuwer and the subject 
was “Phases of Recent Government Con- 
tracts.” 


BUFFALO 
Topic: “COOPERATIVE CURES FOR 
CONTROLLERS’ HEADACHES” 

A list of problems was mailed to mem- 
bers of the Buffalo Control for discussion 
at the monthly meeting held on February 
4 at the Park Lane in Buffalo. From their 
experience the members discussed possible 
solutions to these problems, which were 
presented under the general topic of “Co- 
operative Cures for Controllers’ Headaches.” 
The meeting was a success. 


CHICAGO 
Topic: “SOME ECONOMIC AFTER- 
EFFECTS OF THE PRESENT WAR” 
The regular monthly meeting of the Chi- 
cago Control was held on February 25 at 
Fred Harvey’s Restaurant. The speaker was 
Mr. R. L. Johnson, economist in the invest- 
ment research division of the Northern 


Trust Company since 1934, and his subject 
was “Some Economic After-Effects of the 
Present War.” He has delved very deeply 
into economic research and has special skill 
in making articulate the results of his 
study and observation. There was an “‘all- 
out” attendance at the meeting and every- 
one enjoyed a very interesting evening. The 
chairman of the Program Committee, Mr. 
Edwin W. Burbott, of A. B. Dick & Com- 
pany, vice-president of the Control, arranged 
for the address by Mr. Johnson, and Charles 
F. Scully, of the General Candy Corpora- 
tion, president of the Control, presided. 


CHICAGO 

Topic: “TIME TO TAKE STOCK” 

A technical session of the Chicago Con- 
trol was held on February 11 at Fred Har- 
vey’s, with member O. W. Ahl of Hibbard, 
Spencer, Bartlett & Company, as discussion 
leader. The evening was devoted to a dis- 
cussion of the problem of stock taking and 
pricing for balance sheet purposes. The 
chairman of the Technical Committee of the 
Control is Robert D. Campbell, controller 
of Horder’s, Incorporated, who announced 
that the next technical meeting would be 
held on April 14. 


CINCINNATI 


Topic: “VERIFYING OHIO UNEM- 
PLOYMENT COMPENSATION RE- 
SERVE CHARGES” 

The Cincinnati Control held a most in- 
teresting meeting at the Hotel Alms on 
February 11. Mr. Edwin T. Lusac, man- 
ager of the Social Security Division of 
Gates, McDonald and Company, consulting 
actuaries of Columbus, Ohio, spoke on 
“Verifying Ohio Unemployment Compensa- 
tion Reserve Charges.” There was a round- 
table discussion of the 1940 Federal Income 
Tax Law, and Mr. William Grabo, chief 
of the Income Tax Division, who was an 
invited guest, advised on the procedure 
necessary in the filing of claims under the 
Defense Program. Announcement was made 
of the Controllers Mid-Winter Dinner 
Dance which was held at the Kenwood 
Country Club on Saturday night, February 15. 


CLEVELAND 

Topic: “FEDERAL INCOME TAXES” 

The monthly meeting of the Cleveland 
Control was held on February 11 at Hotel 
Cleveland. The subject was ‘Federal In- 
come Taxes” and the speaker was Mr. E. G. 
Rarey, who had addressed the members in 
April, 1938. Now in private practice, he 
was for a number of years agent-in-charge 
of the Cleveland Income Tax Office and was 
well qualified to speak on the subject. Fol- 
lowing his address, Mr. Rarey led a dis- 
cussion and answered questions relating to 
tax problems. 
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CLEVELAND CONTROL 
PUBLISHES ROSTER 


A roster of members of the Cleveland 
Control as of January 1, 1941 was recently 
mailed to members of the Control. It also 
listed the national officers and directors, in 
addition to the officers and directors and 
committee members of the Control. The 
names of the past presidents of the Control 
appear in the roster. This roster will keep 
the Control members informed as to who 
are their associates and what their business 
connections are. The Control is to be con- 
gratulated on this service to its members. 


PERSONAL NOTES 


Mr. Hugo Kuechenmeister, controller of 
Ed. Schuster & Company, Inc., Milwaukee, 
and a member of The Controllers Institute 
of America, has an interesting article on “A 
Critical Discussion of Unemployment In- 
surance Trends,” in the February issue of 
The Balance Sheet. This is a periodical 
published by The Controllers Congress of 
the National Retail Dry Goods Association. 

Mr. Guy S. Everett, a member of the 
Controllers Institute of America, has re- 
cently been elected treasurer and director 
of Ford-Hopkins Company. 


Controllers in Newark, New Jersey, 
many of whom are members of The 
Controllers Institute of America, have 
suggested that it is in order to organize 
a Newark Control. Careful consider- 
ation is being given the proposal by the 
National Board of Directors. 





QUALIFICATIONS 
FOR INSTITUTE 
MEMBERSHIP 


Membership in the Institute is 

open to— 

a. Controllers. 

b. Assistant controllers when spon- 
sored by their chiefs. 

c. Persons performing the ac- 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 

Membership is carefully restricted. 

The Institute is composed entirely 

of controllers, except a small num- 
ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 

The Institute is not allied with, or a 

part of, any other organization. 
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INQUIRIES CONCERNING 
INSTITUTE INVITED 


| The Controllers Institute of Amer- | 
ica is a technical, and in a sense a 








EMPLOYMENT 


Corporation Executive—Accountant— 
Controller 


This member of The Institute has spe- 
cialized in organization and reorganiza- 
tion and during the past eight years as- 
sumed complete responsibility for the 
management of several associated corpo- 
rations, estates, and trusts. Experienced 
also in public accounting on diversified 
assignments and in industrial surveys. 
Age 46, college trained in accounting, 
American born, good address. Is avail- 
able at good salary. Address No. 363, 
“The Controller.” 


Controller—General Manager 

Prefers airplane transportation and traffic 
connection and is available immediately. 
Has thorough knowledge of buying, financ- 
ing, production and distribution in con- 
struction machinery fields, including direct- 
ing and analyzing—branch office and large 
and small dealer organizations—for profit 
results. Is a member of The Controllers 
Institute, married, age 48. More than 
twenty years’ experience. Address No. 364, 
“The Controller.” 


Controller—Assistant Controller 


Twenty years’ experience in industrial ac- 
counting, including complete charge of gen- 
eral and cost accounting departments, per- 
sonnel, taxes, insurance, statistics, budgetary 
control, expense control, and systems. Ex- 
perienced as an administration analyst in 
subsidiary companies. Qualified for con- 
trollership of medium-sized company or as 
assistant controller in a large company. 
Age 42, university ttained, unusually good 
references. Moderate salary. Address No. 
365, “The Controller.” 


FINAL SUPPLEMENT ON 
FINANCIAL OPERATIONS 


Supplement No. 27, published by 
the Securities and Exchange Commis- 
sion, completes the current series of 
supplements presenting financial op- 
erations covering the 1939 fiscal year 
for the industries for which informa- 
tion was previously published in Vol- 
umes I, II, and III. 

Copies of Supplements No. 1 to 27, 
inclusive, and Volumes I and II, which 
are still available, may be secured with- 
out charge by request to the Publica- 
tions Unit of the Securities and Ex- 
change Commission. Volume III is 
no longer available as it is out of print. 


professional organization composed 
of nearly 1,500 controllers of the 
larger corporations of the United 
States. Membership is open to con- | 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even tthough the appli- 
cant may have some other title. In- 
quiries are invited. 


It is not too early for members of 
The Controllers Institute of America to 
take note of the fact that the dates of 
the next annual meeting are September 
29 and 30 and October 1—and that 
this will be the Tenth Anniversary 
Meeting. 

















FRIDEN 


CALCULATING MACHINE CO. INC. 


A booklet, “FRIDEN 
Effort Savers”, contain- 
ing a story with which 
all who use calculators 
should be familiar, will 
be mailed upon request. 


SALES AND SERVICE IN ALL PRINCIPAL CITIES 
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DUTIES OF A CONTROLLER 
As Defined by Controllers Institute of America 


These definitions, except Number 17, were agreed upon and approved by the 
Board of Directors of The Institute, and were promulgated in June, 1933. It 
was one of the earliest important undertakings completed by The Institute, after 
its organization late in 1931. 


(Norte: Few controllers perform, or are responsible for, all of the duties listed 
here. In determining eligibility of applicants for membership, The Institute inquires 
as to which of the duties listed the applicant performs, or for which he is responsible, 
through assistants. ) 

1. The installation and supervision of all accounting records of the corporation. 


2. The preparation and interpretation of the financial statements and reports of | 


the corporation. 
3. The continuous audit of all accounts and records of the corporation wherever 
located. 

. The compilation of production costs. 

. The compilation of costs of distribution. 

. The taking and costing of all physical inventories. 

. The preparation and filing of tax returns and the supervision of all matters 
relating to taxes. 

. The preparation and interpretation of all statistical records and reports of the 
corporation. 

. The preparation, as budget director, in conjunction with other officers and 
department heads, of an annual budget covering all activities of the corpora- 
tion, for submission to the Board of Directors prior to the beginning of the 
fiscal year. The authority of the controller, with respect to the veto of com- 
mitments or expenditures not authorized by the budget, shall, from time to 
time, be fixed by the Board of Directors. 

. The ascertainment currently that the properties of the corporation are prop- 
erly and adequately insured. 

. The initiation, preparation and issuance of standard practices relating to all 
accounting matters and procedures and the co-ordination of systems through- 
out the corporation, including clerical and office methods, records, reports and 
procedures. 

. The maintenance of adequate records of authorized appropriations and the 
ia, that all sums expended pursuant thereto are properly accounted 
or. 

. The ascertainment currently that financial transactions covered by minutes of 
the Board of Directors and/or the Executive Committee are properly executed 
and recorded. 

. The maintenance of adequate records of all contracts and leases. 

. The approval for payment (and/or countersigning) all checks, promissory 
notes and other negotiable instruments of the corporation which have been 
signed by the Treasurer or such other officers as shall have been authorized 
by the by-laws of the corporation or from time to time designated by the 
Board of Directors. 

. The examination of all warrants for the withdrawal of securities from the 
vaults of the corporation and the determination that such withdrawals are 
made in conformity with the by-laws and/or regulations established from time 
to time by the Board of Directors. 

. The preparation or approval of the regulations or standard practices required 
to assure compliance with orders or regulations issued by duly constituted 
governmental agencies. 


This list of duties is recommended primarily for use by manufacturing 
com panies. 

A short form of by-law for a corporation, defining the duties of a controller, 
which The Controllers Institute of America recommends for adoption, reads, 

The duties of the controller shall be to maintain adequate records of all 
assets, liabilities, and transactions of this corporation; to see that adequate 
audits thereof are currently and regularly made; and, in conjunction with 
other officers and department heads, to initiate and enforce measures and 
procedures whereby the business of this corporation shall be conducted with 
the maximum safety, efficiency, and economy. He shall attend all meetings 
of the Board of Directors and of the Executive Committee and he shall re- 
port to the President and/or the Board of Directors as said Board of Direc- 
tors may prescribe. His duties and powers shall extend to all subsidiary 
corporations and, so far as the president may deem practicable, to all affiliated 
corporations. 








Officers and Directors 
CONTROLLERS INSTITUTE 
OF AMERICA 


President 
VERL L. ELLIOTT 
The Atlantic Refining Company, 
Philadelphia 


Vice-Presidents 
FRANK L. KING 
Continental Illinois National Bank 
and Trust Company of Chicago, 
Chicago 
Epwarp V. MILLS 
Fireman’s Fund Insurance Company. 
San Francisco 
C. Exiis SPENCER 
Crompton & Knowles Loom Works. 
Worcester, Massachusetts 
Wirrorp H. SwINNEY 
West Penn Power Co., Pittsburgh 
H. P. THORNTON 
The White Motor Co., Cleveland 


Treasurer 
O. W. BREWER 
American Gas Association, New Yor! 
City 
Assistant Treasurer 
L. W. JAEGER 
Colonial Optical Company, Inc., 
New York City 


Managing Director 
ARTHUR R. TUCKER 


Directors 
(In addition to the President and five 
Vice-Presidents) 


KENNETH E. ARMSTRONG 
Marshall Field and Company, Chicago 
FRANCIS J. BRETT 
Niagara Hudson Power Corporation, 
New York City 
WESLEY CUNNINGHAM 
General Petroleum Corporation of 
California, Los Angeles 
THOMAS W. DINLOCKER 
S K F Industries, Inc., Philadelphia 
THoMaAS L. EvANS 
Weston Electrical Instrument Corpo- 
ration, Newark, New Jersey 
EUGENE C. HOELZLE 
Packard Motor Car Company, Detroit 
Epwarp C. Hor 
The American Brake Shoe & Foun- 
dry Company, New York City 
EDMOND S. LA RosE 
Bausch & Lomb Optical Company. 
Rochester, New York 
Oscar N. LINDAHL 
Universal Atlas Cement Company, 
New York City 
T. C. McCoss 
Standard Oil Company (New Jersey), 
New York City 
JoHN H. MacDonaLp 
National Broadcasting Company, Inc., 
New York City 
E. G. MICHAELS 
Vick Chemical Co., New York City 
JoHN C. NAYLOR 
Pet Milk Company, St. Louis 
Louis M. NICHOLS 
General Electric Supply Corporation, 
Bridgeport. 
L. D. PARMELEE 
Atlantic Gulf & West Indies Steam- 
ship Lines, New York City 
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“CAMDEN SOLVES ITS 
TAX ACCOUNTING. 
PROBLEMS,” 


says Mayor Brunner, ‘With —_ 
Elliott Fisher Accounting Machines’ 





CITY OF CAMDEN — TAXES 1028 
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oS prong TAX RECOee =, AND ee gpd ons 
‘ 71 i7e Bills are written at a single operation, Automatic multiplications, column 
Realizing the need to modernize and co- totals cateanaticaliy ye ey gaat ‘carried forward,” as well as automatic checks 


ordinate the accounting systems in the As- so doaha exceuting ob. 00 Undoreved Bites Pier Acctonting Mackaes 
sessor’s, the Comptroller's and Tax Offices,’”’ writes ; ee 

Mayor George E. Brunner of Camden, N. J., “ 

selected the Class D Sundstrand Accounting Machine 

as the equipment best fitted to do all of the account- 

ing in these offices... The simplicity, ease of oper- 

ation, visibility and extreme flexibility, as evidenced 

by the fact that the equipment can be changed from 

any one application to any other in less than three 

minutes, were the determining factors in our selec- 


tion of your equipment. . . Due to the Sundstrand 


5 Sundstrand Model Underwood Elliott Fisher Accounting Machines 
10-key keyboard and many automatic features, any in Assessor's Office, City of Camden, N. J. 


of our regular city employees can learn to operate Accounting Machine Division * UNDERWOOD ELLIOTT FISHER COMPANY 

: . : ” Accounting Machines . . . Typewriters... Adding Machines. . .Carbon Paper... Ribbons 

the machines in a few minutes. and other Supplies + One Park Avenue, New York, N.Y.* Salesav i Service Everywhere 
Underwood Elliott Fisher Speeds the World’s Bussness 


Camden, N. j. has followed the lead of many other Copyright 1939, Underwood Elliott Fisher Company 
municipalities and big business organizations in equipping 
with Underwood Elliott Fisher Accounting Machines. If U n €& rwoo 


you have a machine accounting problem, telephone your 


nearest Underwood Elliott Fisher Branch. ELLIOTT FISHER ACCOUNTING MACHINES 
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Inventory Control 


Signals Mean Profitable, [7/ mesine iowine Cnsi 
: Loading G 


Personnel Administration 
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Prompt Business } Planning Control 


Procurement Follow-up 
ACTI Oo N | Production Control 

e Schedule Control 
} Specification Control 
Tool Crib Control 


4 VITAL DEFENSE NEEDS 


Write today for our experience-tested 
suggestions on the elimination of “paper- 
work” bottlenecks that may be threaten- 
ing your procurement routines—slowing 
production—causing personnel jams- pre- 


RONG ts 20 28 





oS 1) $8 te: 




















2 86 oF be | 




















@ On all sides we see the need for speeded production—and 
behind increased production lies the need for accurate, simple 
methods of controlling the paper-work and record systems 
that dictate the progress of four vital defense needs: (1) The 
surety of procurement. (2) The speed of production. (3) The ee : : : Sg 
effectiveness of personnel. (4) The efficiency of accounting. !Pitatng accounting difficulties. This ex- 

PE A Dale LE NE ie ape cent perience is yours to command without 
ee ee ee eee ee eee ee cost or obligation. Send the coupon to- 
plant—there is no surer way of rigidly controlling paper-work day or phone our nearest office. Reming- 

or records than with Kardex. Kardex visible systems of business ton Read lac. Buiiaia. Mew Vouk. 

control, with the famous Graph-A-Matic signals, automatically 

prompt clerical, factory or executive action! Important factors REMINGTON RAND INC. 

cannot be overlooked! Clerical time and executive supervision | Dept. CONT-341, Buffalo, New York 

is kept at the absolute minimum. The cost of Kardex? Much Gentlemen: 

less than you'd think! The effectiveness of Kardex? Much Please show me your latest Kardex vissble 

Le PEAT CSS ake systems of business control for: Procurement 
greater than you d imagine. Production |. Personnel { Accounting 


PREPAREDNESS !S THE PRICE OF SECURITY Company 


Name 


NOISELESS, STANDARD, PORTABLE TYPEWRITERS... ADDING, CALCULATING, BOOKKEEPING MACHINES ... PUNCHED CARD ACCOUNTING AND TABULATING Address 
MACHINES... KARDEX VISIBLE SYSTEMS, RECORD PROTECTION, FILING METHODS AND EQUIPMENT, LOOSE-LEAF DEVICES... PHOTOGRAPHIC RECORDS EQUIP . . 
MENT. - AND OTHER PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON DUAL CLOSE-SHAVER DEALERS, SALES AND SERVICE OFFICES IN 517 CITIES City & State 























